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PROVIDING FOR THE ORDERLY DISSOLUTION OF 
THE POSTAL SAVINGS SYSTEM 





THURSDAY, FEBRUARY 28, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON Post OFrFrice AND Civii SERVICE, 
Washington, D.C. 


The committee met at 10 a. m., pursuant to call, in room 213, Old 
House Office Building, Hon. Tom Murray (chairman) presiding. 

The Cratrman. The committee will be in order. 

The committee this morning is meeting to consider legislation to 
provide for the orderly dissolution and liquidation of the Postal 
Savings System. 

Three bills for this urpose have been referred to the committee. 
They are H. R. 1202, introduced by Representative Fred Marshall, 
of Minnesota; H. R. 2031, introduced by Representative Katharine 
St. George, of New York; and H. R. 4 586, introduced by me. 

(The bills referred to follow :) 


{H. R. 1202, 85th Cong., Ist sess.] 


A BILL ‘To provide for the orderly termination and liquidation of the Postal Savings 
System established by the Act of June 25, 1910 (36 Stat. 814), as amended, and for 
other purposes 


Be it enacted by the Senate and House of Representatives of the Uniied States 
of America in Congress assembled, That the Board of Trustees created by the 
Act of June 25, 1910 (36 Stat. 814), as amended, shall establish a termination 
date for the Postal Savings System to be not later than sixty days after the date 
of the approval of this Act, and thereafter the Postmaster General shall not 
open new accounts or accept deposits in any postal-savings depository. 

Sec. 2. All depositors in postal-savings depositories shall, to the extent prac- 
ticable, be notified to withdraw their deposits within one year from the termi- 
nation date established by the Board of Trustees and no interest shall accrue 
on any postal-savings deposits after the termination date. 

Sec. 3. Upon the expiration of the one-year period after the termination date 
accounts of depositors may be transferred and consolidated in one or more 
locations to which postmasters shall forward for payment ull withdrawal de- 
mands of depositors. 

Sec, 4. After one year from the termination date established pursuant to 
section 1 of this Act all powers, functions, and duties vested in the Board of 
Trustees and in the Postmaster General by the Act of June 25, 1910, as amended, 
shall be and are hereby transferred to the Secretary of the Treasury for the 
purpose of liquidating the Postal Savings System. 


[H. R. 2031, 85th Cong., 1st sess.] 


A BILL To discontinue the Postal Savings System established by the Act of June 25, 1910 
(36 Stat. 814), as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the Board of Trustees created by the 
Act of June 25, 1910 (36 Stat. 814), as amended, shall establish a closing date for 
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the Postal Savings System to be not later than one year after approval of this 
Act and thereafter the Postmaster General shall not open new accounts or accept 
deposits in any postal-savings depository: Provided, That depositors on said 
closing date may, on or after said date, withdraw their existing deposits and make 
new deposits for the purpose of collecting interest for a period not to exceed 
three years after said closing date. 

Sxc. 2. All depositors in postal-savings depositories shall, to the extent practi- 
cable, be notified to withdraw their deposits within three years from the closing 
date established by the Board of Trustees and no interest shall accrue on any 
postal-savings deposits remaining after the expiration of the three-year period. 

Sec. 3. Upon the expiration of the three-year period accounts of depositors may 
be transferred and consolidated in one or more locations to which postmasters 
shall forward for payment all withdrawal demands of depositors. 

Sec. 4. Upon the expiration of five years from the closing date established 
pursuant to section 1 of this Act all powers, functions, and duties vested in the 
Board of Trustees and in the Postmaster General by the Act of June 25, 1910, 
as amended, shall be and are hereby transferred. to. the Secretary of the Treas- 
ury for the purpose of liquidating the Postal Savings System. 





{H. R. 4586, 85th Cong., 1st sess.] 


A BILL To provide for the discontinuance of the Postal Savings System established by 
the Act of June 25, 1910 (36 Stat. 814), as amended, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress asembled, That (a) the thirtieth day after the date of the 
enactment of this Act is hereby established as the closing date for the Postal 
Savings System created by the Act of June 25, 1910 (36 Stat. 814), as amended, 
and thereafter no deposits shall be accepted in any existing postal savings ac- 
count nor shall any new postal savings accounts be opened. 

(b) Commencing with the thirtieth day after the date of the enactment of this 
Act, interest on all postal savings deposits shall cease to accrue on the interest 
anniversary date of each outstanding deposit certificate. 

Sec. 2. After June 30, 1958, the total amount of the unpaid deposits, including 
the accrued interest due thereon as shown by the books of the Board of Trustees 
of the Postal Savings System shall be transferred to the Secretary of the Treas- 
ury, who shall deposit the sum so transferred under the authority of this section 
in the trust fund receipt account in the Treasury as “unclaimed moneys of indi- 
viduals whose whereabouts are unknown (postal savings).” Expenditures are 
authorized to be made from this account as provided by section 17 (a) of the 
Act of June 26, 1934 (48 Stat. 1230; 31 U.S. C. 725p). 

Sec. 3. In order to facilitate the settlement of the account of a depositor who 
cannot be located or who is deceased, the amount to the credit of such depositor, 
including such interest as may be due thereon, shall be paid in the following 
order of precedence, and such payment shall be a bar to recovery by any other 
person of amounts so paid : 

First, to the spouse of such depositor ; 

Second, if there be no surviving spouse, to the child or children of such de- 
positor, and descendants of deceased children, by representation ; 

Third, if none of the above, to the parents of such depositor, or survivor of 
them ; and 

Fourth, if there be none of the above, to the duly appointed legal representative 
of such depositor, or if there be none, to the person or persons determined by 
the Board of Trustees of the Postal Savings System to be entitled thereto under 
the laws of the State in which the deposit was made. 

Sec. 4. Where any payment of a postal savings account, including such interest 
as may be due thereon, is to be made to a minor, except in the case of an ac- 
count maintained by a minor in his own name in accordance with section 4 of the 
Act of June 25, 1910 (36 Stat. 815) or to a person mentally incompetent or under 
other legal disability adjudged by a court of competent jurisdiction, such pay- 
ment may be made to the person who is constituted guardian or other fiduciary 
by the law of the State of residence of such claimant or is otherwise legally vested 
with the care of the claimant or his estate. Where no guardian or other fiduciary 
of the person under legal disability has been appointed under the laws of the 
State of residence of the claimant, the Board of Trustees of the Postal Savings 
System shall determine the person who is otherwise legally vested with the care 
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of the claimant or his estate. Payments made under this section shall be a 
bar to recovery by any other person of amounts so made. 

Sec. 5. To facilitate the liquidation of the Postal Savings System, the Secre- 
tary of the Treasury shall redeem or purchase the public debt obligations of the 
United States, held for the account of the Postal Saving System, at their par 
value whenever it will not be advantageous to sell such public debt obligations 
on the regular market. 

Sec. 6. Until June 30, 1958, the Postmaster General shall continue to cover into 
the postal revenues the excess of interest and profit occurring from the deposit 
or investment of postal savings funds after the payment of interest due depositors 
in the Postal Savings System. 

Sev. 7. The Board of Trustees of the Postal Savings System, commencing with 
the thirtieth day after the enactment of this Act, shall not be required to main- 
tain the 5 per centum reserve of postal savings funds required to be maintained 
by the provisions of section 9 of the Act of 1910 as contained in section 2 of the 
Act of May 18, 1916 (39 Stat. 159), as amended. 

Sec. 8. Effective June 30, 1958, all powers, functions, and duties vested in the 
Board of Trustees and in the Postmaster General by the Act of June 25, 1910, as 
amended, shall be and are hereby transferred to the Secretary of the Treasury 
for the purpose of completing the liquidation of the Postal Savings System. 

Seo. 9. The Board of Trustees is hereby authorized and directed to prescribe 
such rules and regulations, and make such delegation of authority as may be 
necessary to carry out the purposes of this Act. 


The Cuarmman. In recent years it has been recommended several 
times that the Congress study the question of whether the Postal 
Savings System should be continued. The Comptroller General of 
the United States made such a recommendation in his “Report on 
Audit of the Postal Savings System, Post Office Department, for 
the fiscal year ended June 30, 1954,” submitted to Congress on De- 
cember 2, 1955, and printed as House Document No. 282, 84th Con- 
gress. 

The report noted that guaranty and security of savings, formerly 
obtained only through postal savings, are now adequately provided 
by formation of the Federal Deposit Insurance Corporation and the 
Federal Savings and Loan Insurance Corporation. 

The Comptroller General pointed out a basic question as to the 
desirability of continuing the Postal Savings System in his report 
of February 29, 1956, on several bills in the 84th Congress to discon- 
tinue the Postal Savings System. 

The Treasury Department expressed opinion that the Postal Sav- 
ings System should be gradually liquidated, in the interest of econ- 
omy, in a report on such legislation dated February 21, 1955. 

Summary data relating to the operation of the Postal Savings 
System and the declining need for the System, based on information 
furnished by the Post Office Department, have been placed on each 
member’s desk this morning. In the 10-year period ending June 30, 
1956, the amount on deposit declined about 50 percent and the num- 
ber of depositors declined about 41 percent. Gradually many post 
offices have been going out of the Postal Savings System by simple 
attrition. 

In view of these recommendations and related information, I intro- 
duced TH. R. 4586 in order that the committee would be in a position 
to consider the matter and take such action as it deems appropriate. 
An explanation of the bill introduced by me and copies of reports 
of the Post Office Department, the Treasury Department, and the 
Comptroller General also have been placed on each member’s desk. 

We will hear first from the authors of H. R. 1202, Hon. Fred Mar- 
shall, and H. R. 2031, Hon. Katharine St. George. 
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I might insert in the record at this point a section analysis of H. R. 
4586, the bill introduced by me, and, in order to conserve time, instead 
of making a statement in detail this morning, I also wish to insert 
in the record a statement by me as to the decline in the need for the 
Postal Savings System. 

(The documents referred to follow :) 


SrecTION ANALYSIS H. R. 4586 


Section 1 of the bill establishes the 30th day after enactment as the date upon 
which the Board of Trustees will close the Postal Savings System. After that 
date, no deposits in existing accounts will be accepted and no new accounts will 
be opened. Interest will cease to run on all outstanding certificates on their 
anniversary date falling between 30 days after enactment and June 30, 1958. 

Section 2 of the bill provides for the transfer of the records and unpaid 
deposits, including the accrued interest as shown by the books of the Board of 
Trustees to the Secretary of the Treasury. He will deposit the sums in the trust 
fund known as unclaimed moneys of individuals whose whereabouts are unknown 
(postal savings). 

Section 3 sets up a descent and distribution table for the payment of accounts to 
the representatives of deceased depositors. In the absence of this, the Post 
Office Department would be required to observe the laws of each State with 
respect to the descent and distribution, administration of estates, and similar 
provisions of State law. 

Section 4 is a special provision with respect to the payment of postal savings 
accounts to minors. 

Section 5 of the bill provides that the Secretary of the Treasury shall redeem 
or purchase public-debt obligations of the United States which are held for the 
account of the Postal Savings System at their par value whenever it is not 
advantageous to sell them on the regular market. 

Section 6 provides that any interest accruing on bank accounts and from securi- 
ties over and above that necessary to pay the interest due to depositors will be 
covered into the postal revenues during the liquidation year. 

Section 7 authorizes the immediate use of the 5-percent cash reserve now 
maintained in the Department of the Treasury. This will make ready cash 
available for liquidation purposes. 

Section 8 merely provides for a shifting of all powers and duties of the Board 
of Trustees to the Secretary of the Treasury for the completion of liquidation. 

Section 9 authorizes the Board of Trustees to issue rules and regulations and 
to make delegations of authority to accomplish the objectives of the law. 


DECLINE IN THE NEED FOR THE POSTAL SAVINGS SYSTEM 


1. The amount on deposit as of June 30, 1956, dropped from $3,393 million on 
June 30, 1947, to $1,765 million in 1956 or about 50 percent. The rate of decline 
for the past 3 years has been well in excess of $200 million a year, 

2. The number of depositors has dropped from a peak of 4,196,517 as of June 30, 
1947, to 2,482,026 depositors as of June 36, 1956. For the past 3 fiscal years, 
respectively, the number of accounts closed ont have been 228,000, 223,000, and 
229,000. 

3. Gradually many post offices have been going out of the postal savings busi- 
ness by simple attrition. As of June 30, 1956, 440 offices of all types had 10 or 
less depositors. Although there were 14,185 fourth-class post offices, only 44 had 
depositories and of this number 17 had 10 or less depositors, 

4. The operation of the Postal Savings System becomes increasingly uneco- 
nomic with the decline in depositors and deposits. This is because fixed overhead 
remains relatively stable and offices with few depositors must maintain records, 
file reports, and account for balances and for certificates, et cetera. 

5. The convenience of the public no longer seems to be served as at the time 
of the creation of the Postal Savings System in 1910. At that time there was 
no protection of depositor savings in the case of the failure of a bank. The 
Postal Savings System provided a convenient means whereby savings could be 
deposited at earned interest with complete assurance of repayment by the Govern- 
ment. Since then, however, this assurance to the public is now provided through 
the availability of United States savings bonds, which earn interest, and through 
the guarantee of bank and of savings and loan deposits, by agencies of the 
Government. 
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6. At the time of enactment of the Postal Savings Act in 1910, the convenience 

of small town patrons was undoubtedly in consideration, This is not true 
today. Less than 2 percent of the aggregate deposits and of all depositors are 
served by third and fourth class post offices. In fact, the number of fourth class 
post office depositors accounts for only one-tiftieth of 1 percent of all depositors. 
Ninety percent of the depositors are in first class offices and 8% percent are in 
second class offices. Thus, deposits are concentrated in post offices in communities 
which have commercial banks. For those very few which do not, the growth 
of automobile transportation since 1910 and the increased popularity of banking 
by mail have provided ready alternatives. 
7. The Comptroller Gcneral of the United States in his reports to Congress on 
the survey and audit of the Postal Savings System has consistently concluded 
that the purpose and justification of the system are no longer applicable and has 
consistently recommended that the Congress give consideration to the further 
need for the system. The Commission on Organization of the Executive Branch of 
the Government recommended, in May 1955, that a plan for orderly discon- 
tinuance of the Postal Savings System be inaugurated. In prior Congresses bills 
have been introduced calling for the abrupt termination of the Postal Savings 
System. 


The Cuairman, I can see no need or justification for the continu- 
ance of the Postal Savings System since all deposits are now insured 
up to $10,000 in banks and in savings and building and loan 
associations. 

We have here the authors of two bills that have been introduced 
providing for the liquidation of the Postal Savings System, and 
the first bill introduced at this session was by Representative Fred 
Marshall, of Minnesota. 

We will be glad to hear from Representative Marshall on H. R. 
1202. 


STATEMENT OF HON. FRED MARSHALL, A REPRESENTATIVE IN 
CONGRESS FROM THE STATE OF MINNESOTA 


Mr. Marswatt. Thank you, Mr. Chairman. 

It is a privilege to appear before your committee this morning in 
behalf of this piece of legislation. I have a formal statement which 
{ would like to file with the committee that goes into a little more 
detail than I am sure the committee would like to have me go into 
now. 

The Cuarmman, That will be done. You may elaborate upon your 
statement as you see fit, but your entire statement will be inserted 
in the record. 

(The statement referred to follows :) 


STATEMENT OF HON. FRED MARSHALL, A REPRESENTATIVE IN CONGRESS FROM THE 
STATE OF MINNESOTA 


Mr. Chairman, I am grateful for the opportunity of appearing before your 
committee in support of my bill, H. R. 1202, to terminate the Postal Sayings 
System. This outdated banking operation of the Post Office Department is 
an unnecessary and expensive service which should be abolished. 

While the enabling act is silent on the original purpose of the Postal Savings 
System, the congressional reports and debate indicate that it was intended to 
provide a safe depository for those who lost confidence in the banking system 
after the panic of 1907. It was also argued that it would provide savings 
deposit facilities in communities where savings banks did not exist. 

The plan was supported by President William Howard Taft and the platforms 
of both the Republican and Democratic Parties. Because the need for such a 
system was so obvious in 1910, no one seriously questioned the merit of pro- 
viding adequate savings facilities for small depositors. 


§8902—57——_2 
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By the same token, it is obvious today that the need for a Postal Savings 
System no longer exists. It served its purpose well in its time. Like so many 
laws, however, it continues as an expensive burden long after its usefulness 
has ended. 

As the result of the creation of the Federal Deposit Insurance Corporation 
and the Federal Savings and Loan Insurance Corporation, all of the security 
the Federal Government can offer is afforded savings accounts up to $10,000. 
Deposits in the Postal Savings System at this time are limited to $2,500 for 
any one person.) 

As for rural areas, there are very few communities today without chartered 
savings facilities within ready access. It has been found that less than one- 
fiftieth of 1 percent of postal savings deposits are in fourth-class post offices. 
About 98 percent of all deposits are in first- and second-class post offices in the 
larger cities and towns. 

In my district, for example, which is a rural area comprising 15 counties, 
there are only 5 towns with postal savings depositories which do not have banks. 
In no case, however, are banking services more then 10 miles away. 

The expansion of banking and the improvement of transportation in the past 
47 years have virtually nullified the importance of postal savings depositories in 
rural areas. A study of the Postmaster General’s Report of Operations of the 
Postal Savings System for 1956 will show that most of the deposits are con- 
centrated in the larger cities where banking service is readily available. 

Of the 40,000 post offices in the country, only 7,622 were designated as de- 
positories on June 30, 1956. 

Deposits reached their peak in 1947 with $3.4 billion in 8,141 post offices. This 
was a period of artificially low interest rates. Since then, however, deposits 
have dropped to $2 billion in 1956. Both the number of depositors and the num- 
ber of depositories are declining every year. 

The constant interest rate of 2 percent, as well as the security and avail- 
ability of banking facilities, have contributed to this decline. In 1910, it repre- 
sented less than half of the commercial rate. Today we know that both Gov- 
ernment bond and private savings rates are higher than this. 

The Postal Savings System has become another example of an unnecessary 
Government activity in competition with business enterprise. 

Even more serious is the fact that this needless service is costing the taxpayers 
millions of dollars a year. While the law permits postmasters to deposit funds 
in local banks at a fixed interest rate of 214 percent, relatively few banks are 
willing to receive these deposits. Some will accept only token amounts for 
advertising purposes. 

The great bulk of the deposits are invested in bonds or other securities of the 
United States. Over $1.7 billion are now invested in Treasury bonds and notes 
while less than $80 million are deposited in banks. The Board of Trustees thus 
reports a profit of $12.9 million for 1956, not counting operating expenses. Since 
1910, the Post Office Department claims an income of $390 million and a net 
income of $217 million after allowing for system costs. 

Where does the greater part of this income or profit come from? From the 
taxpayers of the United States. The difference between the 2 percent paid the 
depositor and the interest obtained from the Treasury is considered profit for 
the Post Office Department. In other words, one agency of Government col- 
lects interest from another agency of the Government and the taxpayer pays. 

Actually, depositors are penalizing themselves. This is not only an example of 
the Government competing with private enterprise, it is a flagrant example of 
the Government competing with the Government. The same post offices which 
accept deposits also sell savings bonds paying in excess of 214 percent interest. 

It is also a recognized fact that depositors who wish to keep their funds more 
liquid than savings bonds permit can place them in a guaranteed savings account 
in a bank and receive more than 2 percent interest. 

The fact that depositors are decreasing at the rate of more than 8 percent 
a year indicates that they are availing themselves of these better opportunities. 

These facts have been apparent for some time and in his letter to the Congress 
on March 13, 1952, the Comptroller General suggested that Congress consider 
whether the Postal Savings System should be continued. 

I note in the report on my bill dated January 30, 1957, the present Comptroller 
General says: “There arises the basic question whether the Federal Government 
should continue to operate this type of program in competition with private 
banking and savings facilities and with the United States savings-bond program 
of the Treasury Department.” 
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In addition, the report on business enterprise made to the Congress in May 
1955 by the Commission on Organization of the Executive Branch of the Govern- 

ment (Hoover Commission) recommends that this costly Government banking 
operation be discontinued. 

It is noted that both the report on my bill and the Hoover Commission report 
recommend a somewhat longer period of termination for various reasons. While 
I am certainly prepared to consider any difficulties which prompt termination 
may cause the Post Office Department or the Treasury Department, I do not 
believe that 3 to 5 years are required for orderly liquidation. In no case do I 
believe that interest payments should continue for any length of time after 
the Congress has approved termination of the System. We know from experi- 
ence that the best way to end an unnecessary and expensive activity of Gov- 
ernment is to end it promptly and finally, 

In regard to the recommendation that deposits not claimed for a period of 
years revert to the States in which the deposits were made, I would not object 
to such a provision since there is ample precedent in law. 

My principal interest, Mr. Chairman, is fair and orderly termination of an 
antiquated activity which is costly to the taxpayer without serving any demon- 
strated need in the United States in 1957. 

Mr. Marsuauy. Thank you, Mr. Chairman. 

A few years ago I stopped in one of our local post. offices and one 
of the patrons of the post office brought in a number of postal savings 
certificates to renew. At this office apparently the postal clerk was not 
too familiar with it, as would very likely be the case, because they 
didn’t have very many of these postal savings deposits, and he had 
difficulty finding some of the regulations, and he had a little difficulty 
in determining what the interest was. 

While he was doing that, there were perh: ups 12 or 15 people who 
had packages that they wished to mail who waited at the window 
while he did this necessary figuring. I wondered at the time how it 
happens that the Post Office Department, which has as its primary 

responsibility taking care of the mail of this country, would have to 
delay these people who were all busy people in order to do that. 

I went over to a bank across the street and I noticed that the banker 
was putting in a lot of effort at that time in selling some of our E-bonds. 

Also, the bank, as practically all of our banks are, I am sure, is 
insured by the Federal Deposit Insurance Corporation. 

Then, after I came here, I began to look into the matter a little 
further and I found that the Con mptroller General and many others, 
including the Hoover Commission, had made recommendations that 
the Postal Savings System be discontinued. I have full confidence in 
the members of this committee in knowing what is the best thing to 
do. 

I think my proposal differs from other proposals only in one major 
respect, and that is that I would like to see the Postal Savings dis- 
continued more rapidly than the other bills. It is my fe eling, Mr. 
Chairman, that it is a time we can move in the direction of orderly 
liquidation and my bill proposes that we turn this over 1 year after 
the enactment of the bill to the Treasury Department, and I feel by 
doing that we would eliminate some of the costly administrative 
procedures of this particular program. 

I feel that in this particular instance the Postal Savings, while 
it may have been and no doubt was very useful in the past, has out- 
lived ‘that usefulness and that at the present time people who invest 
in postal savings are amply secured in the facilities that are available. 

n my own district, no person would have to go more than 10 miles 
to invest their money in E-bonds and banking facilities that are 
secure. 
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Mr. Chairman, it is a privilege for me to be before your committee, 
as always, and I do urge that the committee, in your wisdom, do 
something to bring about the termination of this program. 

The Cuamrman. Are there : any questions of Representative Marshall 
by any members of the committee 

Mr. Porter. Mr. Chairman 

The Cuaron. Mr. Porter. 

Mr. Porrer. Mr. Marshall, do you have any idea how many people 
use postal savings? 

Mr. Marsnat.. How many people use the system ? 

Mr. Porter. Yes: how many people have accounts? 

Mr. MarsnHatt. I believe, sir, that you have a report. I notice 
that I have the report of the operations of the Postal Savings System 
of 1956. It is a rather complete report of the Postmaster General. 

Mr. Porter. There are a great number of people who still use postal 
savings; is that correct ? 

Mr. Marsuau. 1 would not say a great number of people. It has 
been dropping consistently. 

The Cuamman. I might state that in one of the exhibits that I 
filed in connection with the bill introduced by me it is stated that 
the number of depositors has dropped from a peak of 4,196,517 as of 
June 30, 1947, to 2,482,026 depositors as of June 30, 1956. 

For the past 3 fiscal years, respectively, the number of accounts 
closed for each of those years has been 228,000, 223,000, and 229,000. 

Mr. Porrer. Thank you. My question, though, is not so much the 
exact number as I want to understand why the statement is made 
that it is not needed. Apparently a good many people think it is 
needed, and if they choose te penalize themselves and it is a service 
that is not costing the Government any money, I cannot see why we 
should abolish it. T would like to have your comments on that. 

Mr. MArsHALL. Congressman Porter, that is something that has 
bothered me somewhat, too. It has been rather difficult for me to see 
why people would invest in postal savings when they would get more 
return out of the other Government securities, such as bonds, which 
I am sure are every bit as secure as the investment that they would 
have in postal savings. 

T have come to this way of thinking: That some of it is habit, that 
poste say ings were beneficial years ago in providing a security that 

d not then exist. and for that reason there has been 2 continuation 
of that pr actice. 

Secondly, I think at one time there was quite an effort put on to 
convince people that it was a matter of good practice to engage in 
savings and that people thought that when they were putting money 
into the Postal Savings they were assisting ¢ their Government to some 
extent. 

However, that publicity has been pretty well discontinued by the 
Post Office Department and I think that the emphasis on savings, and 
economy, and the practice of encouraging people to do that sort of 
thing could be encouraged through the regular bond sales procedures, 

There has been one other thing that has certainly, in the years past, 
been a very beneficial thing from the standpoint of postal savings, 
and that is that it was a matter of security. I think at the time that 
the postal-savings program was put into effect there was a depression 
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in this country and the money market was in a rather disastrous situ- 
ation and people put their savings into the Post Office Department. 

That same thing continued up through the depression in the 1930’s. 
It was looked upon as a place where their money would be secure. As 
you may recall, in the first days of the Roosevelt administration the 
Congress enacted the Federal deposit insurance law which has been 
a wonderful thing in protecting the small investors of this country, 
and that is so generally accepted now that I do not see where the need 
exists. 

There are a certain group of st in this country that I am sure 
look upon the Postal Savings as being more secure and because of that 
reason they continue to invest their savings there. However, that, 
of course, as I mentioned—perhaps I have repeated several times—is 
something that I think is more or less outmoded. 

| weigh want to say one other thing: That when I first got to looking 
into this matter, I thought that this was necessary because there were 
people who did not have facilities where they could make their invest- 
ments, and that you might have the post office out in someplace where 
there was not any facility. 

Much to my surprise, it was a very small percentage, as shown in 
this report, that comes from areas where that could by any stretch 
of the imagination be true. My district is a rural district and in my 
district no one has to go more than 10 miles to a bank or some other 
facility where they could make their investment. 

Mr. Porrer. May I say this, if I may interrupt 

Mr. MarsHALL. Surely. 

Mr. Porter. If there are more than 2 million people who even for 
the wrong reasons are so misguided as to think this is a good place 
to put their money, and perhaps they do not trust banks, and there 
are lots of people who do not because of various histories in various 
parts of the country, and if they are getting a service here from the 
Government and it is not costing the Government any money to give 
it to them, why do you want to end it? 

Mr. Marsuatr. Frankly, it is costing the Government quite a little. 
Last year, as T recall. the figure was over $6 million. In addition, 
the paper profit is paid by the United States Treasury, which, as you 
know, is supported by the taxpayers of this country. What the Post 
Office Department cells profit is an expenditure of the Treasury. 

Mr. Porrer. I understood from the Postmaster General the other 
day we were not losing money on it, but we need not argue that. 

Mr. MarsHati. As I mentioned, one of the first things that 
prompted me to get into this picture was the fact that I saw an instance 
where I thought it was interfering with the service that the Post 
Office Department was expected to render to the community. That 
might be somewhat isolated, I will grant that; but it did happen 
and T saw it happen. 

I would not have any idea how many more times that incident might 
he ppen. 

‘fr, Porter. Thank you very much. 

The CHairmMAN. Mr. Marshall, I am sure you agree that the Postal 
Savings System has been very useful and helpful to the people of 
ovr conntry in the past years, especially shortly after it was created 
in 1910. At that time we had very few good roads or good automo- 
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bile transportation and it was created, according to my understanding, 
for the purpose of giving this service to depositors who were not 
located near banks, but located in small towns where they had small 
post offices. That situation has changed entirely today. 

Mr. Marsnautu. Mr, Chairman, I am firmly convinced in my mind 
that the postal savings did render an outstanding service at the time 
that. it was needed in this country, but it is my opinion that that time 
has passed and that there have been so many things that have hap- 
pened since that time that have provided security and a means of 
investing and saving. With the road facilities, as you mention, and 
many other things, the difference between a horse and buggy and an 
automobile has made a considerable difference here. 

The Cuarmman, Also, the creation of the Federal Deposit Insur- 
ance Corporation guaranteeing deposits up to $10,000 in banks and 
building and savings and loan associations has changed the picture. 

Mr. Marsuauu. Certainly. I could not agree with the chairman 
more fully. 

The Cuarrman. Today all the fourth-class post offices and third- 
class post offices have less than one-fiftieth of all deposits in postal 
savings. Over 90 percent of your deposits are in your large cities, 
in your first-class offices, today. 

Mr. Hempnitn, May I ask the gentleman a question ? 

Mr. Marshall, I notice in your biography, and I congratulate you, 
vou are a farmer, which is significant to me in this regard: Do you 
think that you speak for the farmer in the abolition of this Postal 
Savings System ? 

Mr. MarsHa.u, It is my feeling, Congressman Hemphill, that as 
far as the farmer is concerned, by and large he is getting very little 
benefit, if any, from this program. When the farmers get to the time 
that they retire and invest some of their life savings, there is a tendency 
for some of them to invest in postal savings, but I think there are 
other places and other means at their disposal that would be of more 
benefit to them. 

Mr. Hemputit. I might ask, since you mentioned this isolated inci- 
dent which aroused your curiosity in this question, did you make any 
survey among the farmers, or go to the Grange, or any other organiza- 
tion of that nature for their opinion on this matter? 

Mr. Marswatu. I did discuss it with one of the farm organizations, 
the National Grange, which has recommended the continuation of the 
Postal Savings. It is the only farm organization that I know of that 
has. 

I questioned the Grange concerning their stand on it and the answer 
T got was that it is something that “We supported over the years,” 
and it seemed to me in discussing it with them that their opinion had 
been based more upon the past years than the present situation. 

Mr. Hempuityi. Did you contact the National Farm Bureau at all? 

Mr. MarsHauu. No, sir; I did not. 

Mr. Hempnm. Did you make any investigation as to the feasibility 
of eliminating the Postal Savings in larger post offices and leaving it 
in the smaller post offices ? 

Mr. MarsHatu. No; I did not do that either. I would say to the 
gentleman that I discussed this problem with the postmasters and 
postal employees in my district and almost without exception they 
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felt that the program was not needed at the present time. In fact, as 
I recall, in my district when I discussed it there were only about two 
who felt there was any need for continuation of the program and they 
were somewhat concerned in those instances because they were fear- 
ful that it might cut down the employment in the post office, not as a 
matter of what it meant to the farmer. 

The Cuarrman. Are there any other questions of Mr. Marshall? 

Mr. Cxperserc. I would like to state that I think one of the sig- 
nificant sentences in your statement is simply this: 

The Postal Savings System has become another example of an unnecessary 
Government activity in competition with business enterprise. 

There was a time when it was necessary, but with all of the safe- 
guards at the present time it has become an unnecessary activity for 
the Government to partic ‘ipate in. Ithink that is very significant. 

Mr. Jowansen. Mr. Chairman, I am sorry that I was late, but I 
have read the gentleman’s statement and would like to commend him 
on it. 

Mr. Marswary. Thank you. 

Mr. Rees. I likewise wish to express my appreciation. 

Mr. Marsnaty. Thank you. 

Mr. Porter. Did you talk to any postal savings depositors in con- 
nection with this? 

Mr. Marsuaru. Yes; I have talked with a few and in talking with 
some of them they indicated to me that they just put it in there more 
or less as a habit. T asked them, “Could you not get more over here?” 
and they said, “Well, we just have not bothered to do it. 

Mr. Porrer. Do you know if any of them withdrew it after talking 
to you? 

Mr. MarsHatu. I have not talked to any depositor who has felt 
that it was something that was necessary from their standpoint. 
Frankly, I would say to the gentleman that I think most of it is a 
matter of habit rather than anything else, at the present time. 

Mr. Porrer. Thank you. 

The Cuatrrman. Mr. Marshall, postal savings only pay an interest 
of 2 percent, I believe. 

Mr. MARSHALL. That is right. 

The Cuamman. Under this tight money situation we have, the 
interest rate is much higher than that today; is that not correct? 

Mr. Marswatu. Yes, sir. 

The Cuarrman. The interest rates paid by banks on deposits and 
savings accounts are higher than 2 percent. 

Mr. Marsuaxt. I understand at the present time that another com- 
mittee, the Committee on Ways and Means, is discussing the prospect 
of increasing interest rates on the bonds. If that is done, that would 
further lessen the need for this. 

The Cuarrman. Thank you. 

We are pleased to have this morning a former distinguished mem- 
ber of this committee whose judgment we value very highly and 
whom we considerably miss on this committee. She was one of our 
finest, most industrious, and most capable members and we were cer- 
tainly sorry to see her leave our committee. 

I refer to Mrs. St. George, Representative from New York. Mrs. 
St. George ? 
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STATEMENT OF HON. KATHARINE ST. GEORGE, A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF NEW YORK 


Mrs. St. Grorer. Mr. Chairman, first of all thank you very much 
for your kind words, and I am very glad to come before the com- 
mittee again. In fact, I may say it is ‘like coming home. I do miss 
being on : the committee. I enjoyed working here very much indeed, 
and I hope to appear before you fr equently with some of my legis- 
lation that is still before you. 

I would like to speak in behalf of my bill, H. R. 2031, which is also 
a bill to discontinue the Postal Savings System. This bill of mine 
would establish a closing date for the Postal Savings System to be not 
later than 1 year after the approval of this act and thereafter the Post- 
master General shall not open new accounts or accept deposits in any 
postal savings depository, provided that the depositors on said closing 
date may, on or after said date, withdraw their existing deposits and 
make new deposits for the purpose of collecting interest for a period 
not to exceed 3 years after said date. 

I think that my bill may differ slightly from the other two. I think, 
Mr. Chairman, that you expressed the reasons for the discontinuance 
of the Postal Savings probably better than I could and IL, of course, 
heartily subscribe to what you have said. 

I feel that the Postal Savings System was very valuable when it was 
started way back in 1910. I think one reason that it had great appeal 
at that time was that the immigrants coming from Europe were 
accustomed always to putting their savings in the Post Office Depart- 
ment. It was the only means they had of sav ing money and for that 
reason they naturally gravitated to this. They felt secure in it, and 
it grew up from there. 

Tt is ver y evident from what I have been able to find from the 
Department and from my various questions—because of course, I did 
introduce a similar bill in the last Congress—that the Postal Sav ings 
System is gradually dying out anyway. If we do nothing at all in 
this Congress or the next Congress, it still in the years to come will 
disappear. It is disappearing rapidly. 

I have a quotation here from a letter from Assistant Postmaster 
General Robertson in which he says: 

While I cannot speak for the Postmaster General or the other trustees of the 
Postal Savings System, I think it is generally agreed that the need for the 
System is diminishing and that its gradual liquidation is desirable. As a matter 
of fact, this is more or less taking care of itself. 

The peak of deposits was in early 1948, when they were about $3,400 million. 
Now they are down to about $2,100 million and are declining at the rate of about 
$20 million a month. Whether or not it is desirable to accelerate liquidation 
legislatively, and how rapidly, so long as this trend continues, is a question of 
policy. 

[ would like to say there, Mr. Chairman, that I think it should be 
left to this committee in its wisdom. I think the whole question is 
whether it should be done now, according to these bills that are before 
you, or whether it should simply be left to die a natural death, which 
is bound to happen in due course. 

For that reason, I will rest my case with you and I am sure that 
whatever the committee does will be in the best interests of our people, 
and also, I think if you do pass such a measure you will be doing some- 
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thing that I have always believed in, namely, you will be taking the 
Government out of business when it is not necessary for it to remam in 
business. I am a firm believer in the saying that Government is there 
to do for the people what they, cannot better do for themselves. In 
this instance I think they can do it a great deal better than through 
collecting 2 percent through postal savings. 

I thank you very much. 

The Cuarman. Thank you, Mrs. St. George. 

Are there any questions of Mrs. St. George? 

Mrs. Harory. I should like to commend Mrs. St. George for her 
very fine statement and coneur in what she has said. I had the priv- 
ilege of being chairman of the Subcommittee on Intergovernmental 
Relations which held extensive hearings, endeavoring to get the Gov- 
ernment out of business where it was in direct competition with private 
enterprise, and I feel that if the Postal Savings System is no longer 
needed, this legislation would certainly be a step forward. 

Mrs. Sr. Grorcr. I thank the gentlewoman. I know she has worked 
very hard on this problem and knows it very thoroughly. 

The CHatmrman. Judge Davis? 

Mr. Davis. Mr. Chairman, I would like to join the chairman in 
giving Mrs. St. George a hearty welcome back this morning into our 
committee room and also to compliment her on her fine statement. 

Mrs. Sr. Grorer. I thank you, Judge Davis. It is very nice of you. 

Mr. Corserr. Just one brief question, and possibly the lady is not 
in a position to answer it, but in my brief tenure down here I have 
never found anything where we actually ended up saving money. We 
transferred things around and occasionally got them lost. Perhaps 
this elimination of postal savings might save money some day, but 
on page 2 of the report from the Treasury they say: 

If legislation is adopted transferring the liquidation function to the Treasury, 
it is recommended that provisions be included in the bill to authorize appropria- 
tions to the Treasury to carry on the necessary work. 

Would any possible savings, then, to the Post Office Department 
simply be transferred over to the Treasury Department and let them 
operate this business with special clerks? 

Mrs. St. Grorce. I would say to my friend that I think there would, 
of course, have to be a certain expense to carry on the liquidation, but 
that would only be, we hope, over a brief period of time. Of course, I 
share your fear that once we start anything like that it goes on and 
on like a brook, and I also have very rarely seen any case where we 
did save money, but we do in some instances and I am very hopeful 
that this matter could be cleaned up certainly within the 4 years that 
my bill allows. 

After all, I doubt that we would liquidate the Postal Savings 
System in 4 years just by the natural process and by atrophy. I think 
it would take a great deal longer than that. 

Mr. Rees. Just one question. 

Do you not think that if this measure is enacted into law the liquida- 
tion will move pretty fast, when people find out that such enactment 
has been approved, just because the act has been approved ? 

Mrs. Sr. Grorce. I would think so, Mr. Rees, and of course im my 
bill we do really specify 4 years, because we say 1 year at first, in 
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which the interest will still be paid, and after that 3 years to liquidate 
the total amount. After that time it will be over, so it seems to me 
that 4 years is not a very long time to take care of this rather large 
amount of money. 

Mr. Rees. May I join with my chairman in what he had to say 
about our distinguished witness this morning. We hope that some 
time, after you have thought the matter over very anubdlie you might 
realize the error of your ways and return to this committee as a 
member of our group. 

Mrs. St. Grorer. That may very well be, Mr. Rees, but I have not 
yet realized it. However, the way of the transgressor is hard. 

Mr. Porter. I would like to ask the lady a question. 

Mrs. St. George, you are convinced the Postal Savings is no longer 
needed, but apparently 214 million depositors are not so convinced. 
Do you think we should impose the belief that it is not really needed, 
even though they think so? 

You are not concerned about their believing there is service there, 
because they do use it? You just want to cut off the service despite 
the misguided views they hold? 

Mrs. Sr. Grorce. I do not feel that there is any very strong desire 
for the service, may I say, Mr. Porter. I think, as Mr. Marshall 
pointed out, it is more or less a question of habit. I do not think any 
of these people will be crushed or brokenhearted when they find that 
they will suddenly have to change and have-to put their money into 
savings banks where they may get 3 to 314 percent instead of 2. 

I think very often all of us do things because it is along the lines 
of least resistance. Let us put it that way. It is very apparent from 
the figures that there are fewer and fewer of these depositors all the 
time. That would be my feeling about it. 

Mr. Porter. May I suggest that what people do with their money 
they think about pretty carefully. They do not do it casually. 

Mrs. Sr. Gzorcr. They know this is absolutely safe. 

Mr. Porter. How many of these depositors did you talk to? 

Mrs. Sr. Guoroe. I have talked to people in my district and I have 
talked to farmers in my district. I represent a very large farming 
district, but my farmers, of course, have gradually broken away from 
this. I cannot say that there are no depositors; there are very small 
deposits. There are very few who have postal savings accounts and 
as far as my people are concerned they would go along with this auto- 
matically because it is of no interest to them. 

Mr. Porrer. Of the postal savings depositors you did talk to, do 
you know whether any of them took their money out when you talked 
to them about it ? 

Mrs. Sr. Grorae. I do not believe so, because frankly, I do not be- 
lieve I talked to anyone excepting people who had small accounts for 
their children. Otherwise the adults were already covered. 

The Cuarrman. Thank you very much, Mrs. St. George. The com- 
mittee will next hear from Deputy Postmaster General Maurice H. 
Stans, who is accompanied by the General Counsel of the Post Office 
Department, Hon. Abe McGregor Goff, a former Member of the 
House. 
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STATEMENT OF HON. MAURICE H. STANS, DEPUTY POSTMASTER 
GENERAL, ACCOMPANIED BY HON. ABE McGREGOR GOFF, GEN- 
ERAL COUNSEL, AND HAROLD MARKS, FINANCE OFFICER, BU- 
REAU OF FINANCE, POST OFFICE DEPARTMENT 


Mr. Srans. Mr. Chairman and members of the committee, in addi- 
tion to Mr. Goff, I am accompanied here by Harold Marks, who is the 
finance officer of the Bureau of Finance. 

I am very pleased to respond to the committee’s invitation to ~ 
pear to discuss this legislation. My remarks are directed primarily 
to H. R. 4586, which is to discontinue the Postal Savings System, al- 
though generally speaking everything I say will apply to the other two 
bills before the committee. 

I would like to, if I may, read the report of the Department for 
the committee in which this bill is discussed because I think it sets 
forth our views rather completely. 

The Cuarrman. Very well, sir. 

Mr. Stans. The report says: 


The convenience of the public no longer seems to be served as at the time of 
the creation of the Postal Savings System in 1910. At that time there was no 
protection of depositor savings in the case of the failure of a bank. The Postal 
Savings System provided a convenient means whereby savings could be de- 
posited at earned interest with complete assurance of repayment by the Gov- 
ernment. Since then, however, this assurance to the public is now provided 
through the availability of United States savings bonds, which earn interest, and 
through the guaranty of bank and of savings and loan deposits by agencies of 
the Government. 

At the time of enactment of the Postal Savings Act in 1910, the convenience of 
small-town patrons was undoubtedly in consideration. This is not true today. 
Less than 2 percent of the aggregate deposits and of all depositors are served by 
third- and fourth-class post offices. In fact, the number of fourth-class post 
office depositors accounts for only one-fiftieth of 1 percent of all depositors. 
Ninety percent of the depositors are in first-class offices and 8% percent are in 
second-class offices. Thus, deposits are concentrated in post offices in communi- 
ties which have commercial banks. For those very few which do not, the growth 
of automobile transportation since 1910 and the increased popularity of banking 
by mail have provided ready alternatives. 

It is evident that the public is finding adequate security for its savings because 
the amount now on deposit in the Postal Savings System is about half of what 
it was in 1947. It has dropped from $3,393 million in 1947 to $1,765 million in 
1956, and continues to decline. The number of depositors has dropped from 
more than 4 million in 1947 to less than 2% million today. The rate of decline 
in deposits for the past 3 years has been well in excess of $200 million a year. 
The decline in the number of accounts for the same period has been, respectively, 
228,000, 223,000, and 229,000. 

Gradually, many post offices have been going out of the postal savings business 
by simple attrition. As of June 30, 1956, 440 offices of all types had 10 or less 
depositors. Although there were 14,185 fourth-class post offices, only 44 had 
depositories and of this number 17 had 10 or less depositors. 

The Comptroller General of the United States, in his report to Congress on 
the survey and audit of the Postal Savings System since 1951, has consistently 
recommended that the Congress should give consideration to the questien of 
whether, under present conditions, there is a need for the system, stating that 
by and large the main purpose and justification of the system are no longer 
applicable. (Report on the survey of the Postal Savings System, H. Doc. 393, 
82d Cong., 2d sess., and reports on the audit of the Postal Savings System for 
fiscal years 1952, 1953, and 1954.) 

In May 1955 the Commission on Organization of the Executive Branch of the 
Government, the Hoover Commission, in its report to Congress on business 
enterprises in Government, recommended that after some reasonable period no 
further postal savings deposits be received and depositors be given an opportunity, 
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during a period not to exceed 5 years, to place their savings in United States 
savings bonds or other amply secured, guaranteed bank, and savings and loan 
deposits. 

The revenue from the Postal Savings System to the Post Office for the fiscal 
year 1958 is estimated at $9,400,000 and for fiscal 1959 at $7,700,000. Allocated 
expenditures will be approximately $6,300,000 a year. By fiscal 1960 revenue 
will probably have dropped, if these trends continue, to the point at which it 
will no longer cover these expenses. While not all of the costs would be saved 
by discontinuing the system; since they include overhead and fixed expenses, it 
is clear that the elimination of the system wil not have a significant effect on the 
net deficit on the Post Office Department after another few years. 

The Department urges enactment of this bill on the grounds that the need 
for the system no longer seems to exist, and it is desirable that the Government 
accelerate its withdrawal from competitive private business at every point 
possible. 


Since this report was prepared, I have conferred with representa- 
tives of the Secretary of the Treasury. It is the Treasury’s belief that 
the liquidation of the System should be continued by the Post. Office 
Department until June 30, 1960, in view of the Department’s famil- 
iarity with the many technical details. We are agreeable to that pro- 
posal. We suggest that sections 2, 6, and 8 of the bill be amended by 
striking “1958” and inserting in lieu thereof “1960.” 

The only effect of this amendment will be to delay the transfer of 
the remaining amount of unpaid deposits to the Secretary of the 
Treasury until June 30, 1960. 

In connection with an earlier legislative proposal which was sub- 
mitted to the Attorney General on this same subject, it was suggested 
by the Attorney General that the accounts of depositors could, by 
section 3 of the bill, be restricted to accounts of depositors who die 
after enactment of the proposed legislation. We are quite willing to 
accept this suggestion and this can be accomplished by striking the 
words “is deceased” in section 3 at line 16 and inserting the words 
“dies intestate after enactment.” 

The points of view of the citizens in our major cities toward de- 
positories for their savings have changed since 1910 when the Postal 
Savings System was started. Today they can invest their savings 
with confidence in United States savings bonds and in accounts in 
banks and savings and loan institutions with guaranty by agencies of 
the Government. 

The conclusion that the points of view have changed is supported 
by the fact that»the declining trend of deposits started 10 years ago 
and is not due primarily to the high interest on money at the present 
time. 

It appears to us also that your committee will be interested in learn- 
ing what impact, if any, discontinuance of the Postal Savings System 
will have on present. employees in post offices. Enactment of the bill 
will not cause any employee to lose his job since the ever-increasing 
volume of mail provides plenty of other work to absorb the working 
time which is now devoted to the handling of postal savings. ' 

We will undertake, Mr. Chairman, as a commitment, that no em- 
ployee will lose his job. 

If this bill is enacted, the Department plans to send an appropriate 
notice to all depositors within approximately 2 weeks after enactment. 
This notice will inform the depositors of the discontinuance of the 
Postal Savings System and particularly call to their attention the 
fact that after a time their deposits will cease to draw interest. It 
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would be our plan to encourage depositors, under arrangements worked 
out with the Treasury, to reinvest their deposits in United States 
savings bonds. 

Mr. Chairman, I would like to add 1 or 2 other points. We have 
been discussing this matter within the Department for approximately 
the last year, instituted principally by the recommendations of the 
Hoover Commission. We have discussed it with the Treasury Depart- 
ment and others rather thoroughly. We have also discussed it with 
our postmasters and our regional directors, and all agree that the 
need for the system has ceased and that it would be better at this 
time for the Post Office to get out of the banking business. 

I have for the record a resolution adopted by the National Associa- 
tion of Postmasters on January 29, 1957, which I would like to read: 

Whereas the demand for postal savings in most communities is diminishing, 
and the Postal Savings System requires attention and time of  postmasters, 
supervisors, and clerks in bookkeeping, records, and reports: Therefore,, be it 

Resolved, That the National Association of Postmasters. of the United States 
requests the Post Office Department to give consideration to the abolishment of 
the Postal Savings System. 

I have another resolution passed by the executive committee of the 
National League of Postmasters on February 26, 1957, which I am 
authorized to read for the record: 

Whereas the usefulness of the Postal Savings System has declined in recent 
years, these needs being handled adequately by the Nation’s banking institutions; 
and 

Whereas the many impartial bodies have recommended that the system be 
abolished ; 

We of the National League of Postmasters, believing it. to be in the best inter- 
ests of the postal service, earnestly urge that the Savings System be ended in 
an appropriate manner and within a reasonable time. 

Thank you, Mr. Chairman. 

The CuarrMan. Are there any questions of General Stans? 

Mr, Porter. Mr, Chairman 

The CHairnMan. Mr. Porter? 

Mr. Porrmr. Mr. Stans, you say that all of you in the Post, Office 
Department, agree that, the need has ceased, but do you take..into 
account the fact that about. 214 million people think there, stillyis a 
need? Does that, mean anything to you? . 
‘, Mr, Stans. Congressman, obviously these people are gradually 
removing their deposits, and, even since the last, report. of. June,30, 
1956, the number of accounts is going down at theate of about 20,000 
a,month and the number of deposits is going down at the rate of about 
$20, million. a month. 

I think it is just inertia that leaves a lot of that money with us..,,.I 
don’t think that the»people really, seriously, are following anything 
except. habit in leaving it.with us. 

Mr. Porrer. Are you speculating now, or have you conducted any 
surveys among depositors to find out why their deposits are there? 

Mr., Stans. The, only surveys, conducted among depositors. were 
indirectly by discussions with postmasters. 

Mr, Porter. ,However, you never talked to any depositors to )find 
out, whether, they think this is a service that should be, maintained ¢ 

Mr. Stans. No; we have not, 

Mr. Cunntneuam. May I ask, Mr. Porter, have you talked tej any- 
body who desires that this system be maintained ? 
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Mr. Porter. Yes. I have practiced law for many years and I have 
run into many people, and maybe they are misguided. I know people 
put their money in stocks that get a less return than someplace else. 
They felt better. 

Mr. Cunntneuam. I was State director for the savings bond divi- 
sion in Nebraska before I came to Washington, and I had a lot to do 
with talking to people about where they should put their money, and 
I never ran into a single person who stood up for the Postal Savings 
System. 

Mr. Porter. Did you run into people whose minds you changed ? 

Mr. Cunninenam. You bet we did. We changed 100 or 200 peo- 
ple’s minds. As a matter of fact, there are only 214 million “wn 74 
that are using the System, whereas about 40 million people or better 
are using savings bonds. 

Mr. cau tahoe your method of persuasion is better than this 
method. 

Mr. Cunnrncuam. I leave it to our very fine savings bond people. 
They will persuade them. 

r. Porrer. Let’s do it that way. 

Mr. Jonansen. Mr. Chairman, I would like to ask a few questions. 

Is there any substantial increase or addition of new depositors? 
Your figures have indicated a net decline, but is there any substantial 
addition of new deposits ? ‘ 

Mr. Stans. We do not have statistics on the number of new de- 
positors. 

Mr. JowanseEn. Is the Post Office Department making any effort 
or any campaign to solicit new depositors ? 

Mr. Stans. No; ‘we are not. 

Mr. JoHansen. Has the Department received any substantial num- 
ber of protests against proposals for closing the service? 

Mr. Srans. No. On the contrary, we have a practice that when 
the number of depositors in a post office gets down below ‘five the 
paperwork and the accountability problem is so disproportionate we 
ask the depositors in those few cases if they would mind taking their 
deposits elsewhere, and we have had no complaints of any kind. 

Mr. JOHANSEN. Then to that extent you do have at least, through 
the postal operations, a pretty good clue as to the attitude of deposi- 
tors in those post offices where it is terminated due to the shrinkage? 

Mr. Stans. We do have that information; yes. 

Mr. Jowansen. If the gentleman does not care to answer this, I 
won’t press him. Would the gentleman feel that there is any very pro- 
nounced ideological devotion to the idea of having the Government in 
business in competition with private business? 

Mr. Srans. Of course, I would say on behalf of the Department that 
we think we would rather be in the mail service than in the bankmg 
business. 

Mr. JoHANsEN. Well, I associate myself with that view, of course. 

Mr. Lestnsxt. Mr. Stans, isn’t it the banking industry that has been 
primarily fighting this ? 

Mr. Srans. I do not know who is fighting it.. I do not know that 
there is any active fight against it. I assume if'the bankers were con- 
sulted they would be in favor of liquidating the System, but they can 
speak better for themselves. 





DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 19 


Mr. Lestnsxr. One other question. Are you opposed to the amend- 
ment submitted by the Treasury Department in extending this to 1960? 

Mr. Srans. No. We are quite agreeable to that amendment. The 
Treasury Department’s view is that our people are familiar with the 
technical procedures as to paying out deposits, and so forth, and that 
they would prefer us to carry it for an extra couple of years after 
interest ceases and after deposits are no longer accepted, so that when 
we turn it over to the Treasury, the liquidation will be reduced to a 
bare minimum. 

Mr. Lesinsk1. Thank you, Mr. Chairman. 

Mr. Hemrnit. Take section 3, Mr. Stans. 

I just wonder if the Department would have any objection to hav- 
ing that section provide that in the case of the death of a testator 
or an intestate, the administration and distribution would be in 
accordance with the law of the State of residence of the particular 
depositor. 

he reason I have that in mind is because of the fact that the setup 
in the States in probate courts or courts of like resort is for the purpose 
of judicial determination of who is entitled, and the laws of descend- 
ancy and distribution. 

Would you have objection to such an amendment, sir? 

Mr. Stans. I would like Mr. Goff, our general counsel, to answer 
the gentleman’s question. 

Mr. Gorr. Mr. Hemphill, in effect what you say would be to strike 
these two whole provisions. Now, I really do not think it is of any 
really great. importance, these two provisions here, except to expedite 
the closing, to make it easier to do so. The proposal by Mr. Hemphill 
would be just the same as striking these two provisions. Without 
these, the money would go according to the law of descent and distri- 
bution within the residence State of the depositor. We do not have 
any firm opinion on that. 

These, as I understand it, were put in the bill just to expedite the 
closing, so that we would not have to go into these various State laws 
and argue about them. 

But I do not think the Department has any very strong feeling 
about it. We could easily just strike these out. 

Mr. Hempum. My thought was that it is just a substitution, and 
some of us who fear the tyranny of the doctrine of preemption must 
be on guard against the slightest tendency toward centralization, and 
if the State courts have been able to do a good job, I see no reason to 
substitute another amendment. That is the reason for my proposal. 

Mr. Gorr. I can well understand what you feel about it, and, as a 
matter of fact, I want to make two observations on that score. 

First, in the interest of the depositor, where you have got a small 
estate, we avoid the necessity of whoever is entitled to it going into 
probate and going to that expense. And many times it would be 
necessary to do it, without some provision of this kind. That is No. 1. 

Now, I can understand how you feel, Mr. Hemphill, about inter- 
fering with the State laws, and our rules and regulations conflictin 
with the rules for the distribution of the property within the State. 
But there is a lot of precedent for this sort of thing. 

I think I might invite the committee’s attention to the fact that we 
already have a number of statutes of this kind—like provisions for 
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the 6 months’ pay that is due a soldier, a person in the armed services, 
who is killed. There are statutes to that effect. There are a number 
of others, on how the gratuities that are due civil-service employees— 
where they go, in case of the death of the person that is entitled to them. 

There are other provisions of that kind. There is the Federal group 
life insurance that has a. provision somewhat similar to this. 

We feel that in general some statement in the Federal statute is for 
the convenience of both sides. It is for the convenience, first, of the 
Government, in an orderly liquidation, so that we do not have to go 
out and get into all these questions about who it would be paid to 
under the State law, and the second thing is that it actually, as I said 
before, could save some money for the individual concerned. The 
setup in the bill here conforms to the rules of descent and distribution 
in most of the States that I am familiar with. 

I think you would agree, Mr. Hemphill, that this is generally the 
way property would be distributed. 

Mr. Hempnity. I would not agree with you on that because of my 
familiarity with the laws of most of the Southern States. I might also 
eall your attention to the fact that in most States, in the event the 
estate of the deceased is less than a certain amount, $500 in most 
instances, there is no requirement that there be an administrator or a 
fiduciary but the probate department can handle it at minimum cost. 
Of course, if you have an ordinary situation of a missing person, it 
just. —— to me it might be well to leave it as it is. That is the 
reason I asked the question. 

Mr. Gorr. Well, I can understand how you feel. And my sugges- 
tion would be: if there is any real difference of opinion about this, just 
strike those two sections. I think that that was undoubtedly in the 
bill merely as a convenient way to handle the distribution. If there 
is any substantial objection, or somebody might object to the entire 
bill because of it, I think that our position would be to just strike those 
two sections. 

And I think that would take care of your objection, Mr. Hemphill. 

Mr. Hempuiry. I have told you twice, sir, it was not an objection 
but just a question. But if you want to consider it an objection, it is 
perfectly all right with me. 

Mr, GorF. Oh, no. You have made a discerning inquiry. 

Mr., Hempximn. When I read the bill I picked up that technicality 
2 or 3 days ago, and the thought occurred to me that in the experience 
I have had with similar situations, the facility of being able to go to 
the probate or ordinary court, and say, “Give me a certificate as to 
who is entitled,” certainly facilitates the matter in determining prop- 
erly the person to whom the money should be paid. 

Of course, another thought that bothered me was when the depositor 

cannot be located. Then you provide first for the spouse. I have 
no objection to that, if you consider it objection, because I do not think 
any courts would quarrel with the money being paid to the man’s 
wife, though lie might himself. “But I thought in the event of death 
it might be well to let it be handled by the State. 

The Crarran. I agree with Mr. Hemphill’s observations along 
this line. I think they : are timely. Certainly the State law as to dis- 
tribution should prev ail. 

Mr. Porrer. Mr. Chairman, I would like to ask Mr, Stans—because 
I assume from what he has told me that there has been no attempt 
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made by the Post Office Department to find out whether these mis- 
guided postal savers are misguided because they do not realize they 
can make more on their money in a bank and further that they have 
ample security under the Federal deposit insurance law for their 
money there. I assume that nothing like that has been done. 

I would like to ask Mr. Stans if he thinks that that could be done 
to make this attrition go faster. In other words, could not this liqui- 
dation be accomplished by informing these people, and also find out 
in the meantime whether there are a substantial number of people who 
still want to put their money in postal savings because they feel better 
about it and they do not care aoe the loss in interest and they do 
not care that they can get similar security, apparently, by taking it 
down the street toa bank. Do you think the Post Office could go into 
something like that and find out? 

Mr. Srans. One of our concerns about this is that we will soon 
reach a point at which we will find that the revenues, the income to 
the Post Office Department from the Postal Savings System will no 
longer exceed the expenses. The public seems, by its own choice, to 
be moving away from the System at a fairly rapid rate, but not 
enough to avoid the possibility that within a couple of years we will 
be in a losing position as a result of providing this service. There is 
no way we can remedy that by service charges of any kind that we 
can think of. And we feel that, if that is the case, the better thing 
to do is to accelerate the liquidation by actually terminating the Sys- 
tem and asking people if they won’t come in and get their money. 

Mr. Porter. I understand your position on that, but I was wonder- 
ing if you do not really know whether a campaign to tell them what 
an awful situation it is to put your money in postal savings would 
have the effect of informing them to the point that they took their 
money out? 

Mr. Srans. I think, Mr. Porter, there would be some question 
of whether it would be proper for us to conduct such a campaign in 
the absence of instructions ions the Congress, because at the moment 
we are directed by law to operate the Postal Savings System. 

Mr. CeperserG. Mr. Chairman, I notice in going over the tables 
on page 7 of the report that the State of Michigan is second in the 
number of deposits, and then, when I check page 27 and go down and 
check the Michigan post offices, I see some of my very fine post offices 
have substantial amounts in postal savings. My own city of Bay 
City has 666 depositors with $731,462 on deposit. As far as I am 
concerned, I am in favor of doing away with this service, in spite of 
this fact, and with 1 percent interest more we can save the citizens 
of Michigan and the depositors in the Postal Savings of Michigan 
$127,800 a year. We can get them that much more money. Or if 
we make them put their money someplace else, they can get 3 percent 
instead of 2 percent almost anywhere today. I just do not think, when 
we get into this kind of an operation, it is a function for the Post 
Office Department at all. I know my home pas office, with 140 
employees, has enough to do handling the mail and taking care of 
the mail besides handling the deposits for the banking facilities for 
666 people. I do not think it is a function of the Post Office, and 
I think we would be wise in using a sensible plan of liquidating this 
program systematically over a period of time, and we will be doing 
our depositors in the Postal Savings a favor at the same time. 

88902—57——-4 








22 DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 


The Cuarrman. Are there any other questions? 

Thank you very much, Mr, Stans and your associates. 

The committee will next hear from the ¢ ‘omptroller General of the 
United States, Hon. Joseph Campbell, accompanied by several mem- 
bers of his staff whom General Campbell may introduce to the com- 
mittee. 

I wish at this time to express the deep appreciation of this commit- 
tee for the fine cooperation and aid that General Campbell has given 
this committee from time to time. We deeply appreciate your val- 
uable assistance over the past year. This year General Campbell has 
loaned us two men to assist us in our studies and investigations. 

You have been most cooperative, and we are extremely grateful to 
you, Mr. Campbell. 

Mr. Rees. If I may, I would like to join in the statement made by 
the distinguished chairman of this committee. 

Mr. Davis. As chairman of the Manpower Utilization Subcomimit- 
tee, Mr. Campbell, I have had occasion to know maybe more than a good 
many members of this committee of the advantage and benefits which 
have accrued by reason of your cooperation. 

The CHatrman. You may proceed. 


STATEMENT OF HON. JOSEPH CAMPBELL, COMPTROLLER GENERAL, 
ACCOMPANIED BY JOHN H. MARTINY, LEGISLATIVE ATTORNEY; 
WILLIAM BOUR, ATTORNEY, OFFICE OF THE GENERAL COUNSEL; 
PHILIP C. WARD, ASSISTANT DIRECTOR, CIVIL ACCOUNTING AND 
AUDITING DIVISION; WILLIAM B. DUNLAP, AUDIT SUPERVISOR, 
CIVIL ACCOUNTING AND AUDITING DIVISION, GENERAL AC- 
COUNTING OFFICE 


Mr. Campvett. Mr. Chairman, I have with me Mr. John Martiny, 
legislative attorney in our Office; Mr. William Bour, of the office of 
our General Counsel; Philip C. Ward, Assistant Director of our Civil 
Accounting and Auditing Division; and Mr. William B. Dunlap, 
auditor supervisor of our Civil Accounting and Auditing Division. 

Mr. Chairman and members of the committee, we appreciate the 
opportunity to appear before you to discuss H. R. 4586, a bill provid- 
ing for the discontinuance of the Postal Savings System, The System 
was established by the act of June 25,1910, This act created a Board 
of Trustees consisting of the Postmaster General, the Secretary of the 
Treasury, and the Attorney General, empowered (1) to control, super- 
vise, and administer the postal savings depository offices designated 
and established under the act, and (2) to make all necessar y and proper 

regulations for the receipt, transmittal, custody, deposit, investment, 
and repayment of the funds deposited at postal savings depository 
offices. 

The enabling legislation is silent on the purpose for the creation of 
the System. However, examination of Senate Report No. 125, 61st 
Congress, indicates that the purpose was to attract the savings of small! 
potential depositors who lacked confidence in the banking system and 
to provide savings facilities in communities where adequ: ite banking 
services did not exist. 

After establishment of Postal Savings in 1910, the System grew 
from 12,000 depositors with balances of $677,000 in 1911 to a high 
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of 4,196,000 depositors with balances of $3,393 million in 1947. Since 
1947 , deposits have decreased consistently every year. As of June 30, 
If 156, according to the Board of Trustees’ annual report (H. Doe. 
No, 11), the balance to the credit of 2 ,482,000 depositors was $1,765 
million. It is probable that the rate of decline will be accelerated as 
the present trend toward higher commercial interest rate continues. 

From inception of the Sy stem to September 1, 1954, postal savings 
certificates were available at designated post offices in denominations 
ranging from $1 to $500. On that date the $1,000 and $2,500 certifi- 
cates were added. The act of June 25, 1910, was amended on August 1, 
1956, to increase the minimum deposit to $5. 

Until September 1, 1954, deposits earned simple interest at the 
annual rate of 2 percent. It was possible, however, for depositors to 
redeem their certificates and reinvest the entire pr oceeds immediately 
in order to obtain compound interest. At that time provision was 
made for the automatic compounding of interest annually at the 
2-percent rate. 

At June 30, 1956, 7,622 post offices, branches, and stations in the 
United States and its Territories were equipped to provide postal 
savings service. Of this number 1,074 were third- and fourth-class 
offices in rural areas. 

A breakdown of depository post offices at June 30, 1956, indicates 
that about 83 percent are first- and second-class offices and account 
for about 98 percent of deposits. Seventeen percent are third- and 
fourth-class post offices and account for 2 percent of deposits. Only 
about 40 of the 14,000 fourth-class post offices are designated deposi- 
tories. At June 30, 1956, these offices accounted for only one-thirty- 
third of 1 percent of the total deposits and one-fiftieth of 1 percent of 
all depositors. 

Most postal savings funds are invested in United States Government 
securities at an average interest rate of 2.6 percent. At the close of 
fiseal year 1956, the total investment in United States securities was 
$1,737,414,000 at book value. An additional $29,651,000, on which 
214, percent interest is paid, were held by 791 banks. 

The Postal Savings System has shown an overall profit on opera- 
tions since its establishment. According to the Board of Trustees’ 
report for the year ended June 30, 1956, the System had net income 
for that year of $6,525,000 after deductit ng Post Office Department 
operating expenses of $6,448,000 and loss on the sale of investments 
amounting to $1,964,000. 

In our survey and audit reports on the Postal Savings System, 
we have consistently recommended that the Congress consider whether 
there is a need at present for the system. In making this recom- 
mendation, we had in mind the reported pur poses for its establishment 
in 1910. As I have indicated, there were two basic reasons. The first, 
to overcome the fear of small depositors who lacked confidence in the 
banking institutions and, second, to provide savings facilities in 
communities where ordinary banking facilities were not available. 

We feel that, by and large, the purposes for establishing the system 
are no longer applicable. Since 1910 the banking structure of our 
country has been expanded and more numerous savings facilities 
are now offered to small depositors by commercial and savings banks 
and financial institutions of the savings and loan association type. 
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As a result of the creation of the Federal Deposit Insurance Corpora- 
tion in 1933 and the Federal Savings and Loan Insurance Corporation 
in 1934, the guaranty and security of savings deposits sought by de- 
positors but previously not obtainable, except in postal savings, are 
now afforded nearly all savings deposits up to $10,000. As early as 
1935, a survey made by the American Bankers Association showed 
that over 78 percent of the towns and cities in which there are desig- 
nated postal savings depositories also had bank savings facilities. 
Undoubtedly, the percentage is even higher today. Another important 
factor for consideration is that United States savings bonds are now 
available in small denominations. 

Weare in agreement with the general purpose of this bill. We have 
offered to the committee by separate letter our comments for strength- 
ening and improving certain sections of the bill. I would like to 
discuss the most significant of our comments which pertain to the 
matter of the leatdatnn of the System and which Department, the 
Post Office Department or the Treasury Department, should assume 
this duty. 

Under the provisions in the bill the liquidation functions are to 
be transferred to the Secretary of the Treasury effective June 30, 
1958. We realize that historically the Secretary of the Treasury 
has been charged with the responsibility for liquidating discontinued 
Government activities and agencies. Normally, this would be a satis- 
factory arrangement since most of the agency offices and personnel 
would no longer be needed and the liquidating activities could be car- 
ried out by a relatively small group in the Treasury Department. 
However, such is not the case with Postal Savings System. The 
majority of personnel now engaged in postal-savings operations at 
the post office level probably would be continued as postal employees 
even though the System were discontinued. 

There are almost 2,500,000 postal-savings accounts, representing 
about 16 million certificates, at 7,500 postal locations. It is probable 
that a great many of these accounts would remain open on June 30, 
1958, to be transferred to the Secretary of the Treasury. In addition, 
an estimated 40 million paid postal-savings certificates, required by 
law to be retained for at least 6 years from the date of redemption 
(68 Stat. 470) would be transferred. This would impose a tremendous 
burden on the Treasury Department for storage facilities alone. 

The Post Office Department already has the facilities for servicing 
depositors and maintaining necessary records, and the personnel ex- 
perienced in postal savings operations. Completion of the liquidation 
of the System by and with the same personnel and facilities as are 
now being used would, we believe, result in a more efficient and eco- 
nomical operation and better service to depositors. The committee 
may wish to consider whether authority should be included in this 
bill for the Post Office Department to be reimbursed for any extra 
expenses due to the liquidation process. Therefore, we believe that 
the committee should give serious consideration to changing the bill 
to provide for liquidation of the System by the Board of Trustees and 
the Postmaster General through existing postal facilities. 

The CuarrmMan. Thank you, General. 

Any questions of General Campbell ? 

Mr. Lesinski? 
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Mr. Lestnsxi. Mr. Campbell, I appreciate your testimony here to- 
day. I have a few thoughts in mind I wonder if we could develop a 
little here. 

First of all, you mentioned that 78 percent of cities have these facili- 
ties, according to the report of the bankers in 1935. 

Now, are there any towns in this country that have not proper 
banking facilities ? 

Mr. Campse.t. I believe that the survey to which we referred did 
indicate that there are some towns perhaps in the country which do 
not have banking facilities. I do not know how many there would be. 

Mr. Lestnsxt. Would it then be practical to allow those towns to 
continue on, or would it not ? 

Mr. Campsett. Well, I think that would be a matter of administra- 
tion. I think there would be the question of cost. I really do not 
know what proportion of the towns do not have banking facilities. 
I think there would be very few. 

Mr. Lestnsk1. There would be very few. I realize that. I am aware 
of that fact. But, for instance, in Dearborn there are only 4,229 
depositors with an amount of close to $4 million. <A lot of these people 
have an inherent distrust of banks, just because of the failures of the 
past. True, those things have been corrected today. But they would 

rather keep their money home than go to a bank. And that~is why 
they put it in postal savings: What we will have to do in that ease is 
have an educational campaign for these people. 

Mr. Camppe.u. I suppose there are many people who would con- 
tinue to keep their money at home, because they distrust the 
Government. 

Mr. Lestnsk1. Well, they distrust the banks more than the Govern- 
ment. That would be shown by past experience. 

Mr. Camrsetyi. I think; Mr. Congressman, it is probably a matter 
of education in the various locations. We are now so secure deposit- 
Wise in our savings institutions that it is difficult to foresee any one 
who would really not understand our guaranties today. And if they 
do not understand, I do not suppose “there is anything you can do 
about it. 

Mr. Lesinsxt. You have to think like these people do. They came 
from foreign countries, and that $1 means an awful lotto them. They 
would like to hang on to it. And they have had so many occasions in 
the past to lose faith, and they have faith in this, and that is the reason 
they stick to it.. That is something that we will have to, 1f this thing 
goes through—we will have to take steps as to informing these people 
properly. 

Mr. Camppeil, I agree thoroughly with that. 

Mr. Cunnincuam. Mr. Chairman, I would like to point out again 
that even though there may not be a bank in the town, facilities are 
available to buy savings bonds at post. offices and cooperative credit 
associations, and so forth. And the Treasury Department has. made 
it easier than that. You can now fill out an application and send 
it in to a bank or to the Treasury Department, and you can get your 
bond by mail. They do not even have to leave their parlor. And if 
would be my guess that the people would not turn this money in to 
the banks. 

T am just as sure as that I sit here, that 85 to 90 percent of them 
are going to put this money in savings bonds. 
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Mr. Lestnsk1. Savings bonds are long-range programs. Savings 
are not. That is the difference. 

Mr. Cunnrncuam. They are what ? 

Mr. Lestnsk1. Savings bonds is a long-range program, 10 years. 

Mr. CunninGHAM. That is the goal of savings programs. And then 
you will get your full interest if you keep it that long. But that does 
not mean everybody does. You can always take it out. 

Mr. Lesrnsxr. But any of us. that have savings bonds forget about 
it. But we have other accounts for our specific use; right ? 

Mr. Cunntncuam. I suppose so, if you have enough money. 

Mr. Lestnsx1. You pay your monthly bills and so forth and put 
money aside for an automobile or a home or something of that order. 
Now, savings bonds for a long-range program—your regular savings 
are not. And that is something you have to keep in your mind. 

Mr. Cunninouam. They could put them in savings and loan associa- 
tions or banks if they wanted to. 

Mr. Jowansen. I might say that I am the son of a foreign-born 
citizen, and doubtless some of the foreign-born people have brought 
over with them a distrust of banking institutions. I do not want to be 
unmindful of that inherited attitude, but on the other hand, I suspect 
some people from other countries have brought over a philosophy of 
looking to the Government to take care of things, a frankly socialistic 
philosophy, rather than looking to private enterprise. 

Now, if we are going to use the argument of the philosophy that is 
brought over from some other country, I am not just sure where we 
end up ultimately. 

Mr. Lestnsx1. My dear friend, if you will follow through with the 
thought I suggested that these people be given indoctrination of what 
should be followed through on, I cleared the air right then and there. 

Mr. Jowansen. I just do not want too much more indoctrination 
activities on the part of the Government. I think we have pretty well 
exhausted that one. 

The CHatrman. Any more questions ? 

Thank-you very much, General Campbell and the members of your 
staff. 

The next witness is William T. Heffelfinger, Fiscal Assistant Secre- 
tary of the Treasury. 


STATEMENT OF WILLIAM T. HEFFELFINGER, FISCAL ASSISTANT 
SECRETARY, DEPARTMENT OF THE TREASURY 


Mr. Herrevrincer. Mr. Chairman and members of the committee, 
Secretary Humphrey has recently returned from an absence out of 
town and has a terrifically: heavy schedule.. And the Under Secretary 
is appearing before a session of the House Ways and Means Com- 
mittee and from there he goes to a session of the House Rules Com- 
mittee; otherwise he would have appeared here this morning. I have 
the Treasury’s report on this bill, and I would be glad to read it for 
the record, if you desire. 

The Cuarrman. Go right ahead, sir. 

Mr. Herre.FincGer (reading) : 

Reference is made to your requests for the views of this Department on H. R. 
1202, H. R. 2031, and H. R. 4586, bills to provide for the discontinuance of the 
Postal Savings System established by the act of June 25, 1910, as amended, and 
for other purposes. 
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H. R. 1202 would require the Board of Trustees of the Postal Savings System to 
establish a termination date for the Postal Savings System not later than 60 
days after the enactment of the legislation and thereafter no new postal savings 
deposits could be accepted. Depositors would be notified to withdraw their 
deposits within 1 years of the termination date and no interest would accrue on 
accounts after the termination date. One year after the termination date the 
Postal Savings System would be transferred to the Treasury for liquidation. 

H. R. 2031 is somewhat similar to H. R. 1202 except that the termination date 
would be not later than 1 year after the enactment of the legislation and deposi- 
tors on the closing date would have a further period of 3 years for making new 
deposits or withdrawals during which period interest would be paid’ on their 
deposits. Five years after the closing date all powers, functions, and duties 
vested in the Board of Trustees and in the Postmaster General by the act of 
June 25, 1910, as amended, would be transferred to the Secretary of the Treasury 
for the purpose of liquidating the Postal Savings System. 

The latest bill, H. R, 4586, would establish a closing date 30 days after the date 
of enactinent and thereafter no new postal savings deposits could be accepted. 
Commencing 30 days after enactment, interest on postal savings deposits would 
cease to accrue on the interest anniversary date of ourstanding deposit certifi- 
eates. This would terminate interest on deposits in from 30 days to 1 year, 
depending on the anniversary date of the certificates. After June 30, 1958, 
amounts of unpaid deposits;would be transferred to the Secretary of the Treasury 
for further liquidation. Section 3 of this bill contains provisions to facilitate 
the settlement of the accounts of depositors who cannot be located or who are 
deceased. This bill also provides for the transfer to the Secretary of the Treas- 
ury on June 30, 1958, of the functions of liquidating the Postal Savings System 
and abolishes the requirement for the maintenance of a 5 percent cash reserve 
of postal savings funds. 

The Treasury is of the opinion that, in the interest of economy, the Postal 
Savings System should be liquidated. In recent years other facilities have been 
developed which will largely eliminate the necessity for continuing the Postal 
Savings System. You will recall that Recommendation No, 10 in the Report on 
Business Enterprises, prepared by the Commission on Organization of the Execu- 
tive Branch of the Government, advocated discontinuance of this activity. 

We believe that H. R. 4586, with a few minor changes, would permit an orderly 
liquidation of the Postal Savings System. However, it is our view that the Post 
Office Department should continue to pass on claims until June 30, 1960, before 
this function is transferred to the Treasury. This will permit the experienced 
staff of the Post Office Department to carry on the active liquidation work. By 
June 30, 1960, the remaining liquidation problems would cover only dormant 
accounts. 

If legislation is adopted transferring the liquidation function to the Treasury 
it is recommended that provisions be included in the bill to authorize appro- 
priations to the Treasury to carry on the necessary work. 

Section 3 of H. R. 4586 includes a proposal to provide a uniform order of 
disposition for settling postal savings accounts of depositors who cannot be 
located, or are deceased. I am advised that in view of the express and implied 
contract between the depositor and the United States there is a serious question 
whether the propesed amendment to the act of June 25, 1910, could constitution- 
ally defeat a claim for the deposit by decedent depositor’s legal representative. 
The doubts thus suggested would be greatly increased in the special case where 
the depositor’s death occurred before the effective date of the proposed enactment. 
A question also arises whether a depositor who cannot be located could be 
divested of his interest in postal savings deposit certificates in the manner pro- 
posed in this section. 

The Department has been advised by the Bureau of the Budget that there is no 
objection to the submission of this report to your committee. 

Very truly yours, 
W. RANDOLPH BURGESS, 
Acting Secretary of the Treasury. 


The Coarrman. Any questions? 
Thank you very sit. 
The next witness is Mr. Graeme O’Geran, professor of economics, 
Syracuse University, Syracuse, N. Y. 
Professor O’Geran. 
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STATEMENT OF GRAEME 0’GERAN, PROFESSOR OF ECONOMICS, 
SYRACUSE UNIVERSITY, SYRACUSE, N. Y. 


Mr. O’Geran. Mr. Chairman and members of the committee, I can- 
not tell you how much I appreciate your permitting a mere professor 
to come before this group. It is a distinct honor, and T appreciate it, 
certainly. 

As a teacher of economics for more years than I care to remember, 
T have had two objectives, one, insofar as national economics goes, to 
urge Government economy insofar as it did not appreciably cut down 
on a necessary governmental function. And, second, I have tried to 
disabuse many of my students, the majority of them, who seem to have 
the conviction that as an individual they and others have no part in 
their Government; that they are all too often not listened to; and that 
they just do not.count. I sincerely try to get that ou of their system, 
and I think the very fact that you have permitted me to testify here 
on a subject which has concerned me is justification for that effort. 

We teachers are all too apt to generalize, and a friend of mine finally 
said, “Well, why don’t you come down to brass tacks and find some- 
thing specific along this line?” And this was a subject that I made a 
study of, and w hen it looked as if it held possibilities for consideration 
I spent considerable time talking with people in both parties, political 
leaders, industrial leaders, financial leaders, before 1 stuck my neck 
out to suggest anything to the committee. 

For instance, such a man as Mr. Bernard Baruch was good enough 
to invite me down to his summer house with him to spend a day with 
him to discuss it, and then on his own initiative he wrote at least one 
important letter i in my behalf. And then last year I talked with Mr. 
Hoover more briefly, as a result of whicl: he promised to makea recom- 
mendation which 3 weeks later appeared. 

So that I do not duplicate what some of the other witnesses have 
presented, I will omit the first part of my testimony and open with the 
statement that in 1910 there were five valid arguments advanced by 
leaders in both parties in urging the creation of the Postal Savings 
System. Today, by briefly examining each of these arguments in turn, 
it is readily seen that with the passing of time their \ ‘alidity has been 
completely destroyed. 

Argument No, 1: During the 1910 era immigrants were coming to 
‘America in large numbers : and Joc ating in our large cities, for example, 
the foreign born and their families constituted over 78 percent of the 
4.8 million then living in New York City. Most of these people came 
to America with the fear of banks but familiar with the Postal Savings 
System, already operating in their own countries. Naturally, it was 
felt that by providing a similar system in the United States, a spirit 
of confidetice and thrift would be encouraged among our foreign born. 
Conditions have since changed. The fear of banks by the foreign born 
no longer exists. As long ago as 1937 an American Bankers Associa- 
tion investigation revealed that there was no significant relationship 
between the number of foreign born and:the number of postal-savings 
depositors. This may in part be the reason why within the period 1952 
through 1955 total: time deposits in. New York City, banks jumped 
24 percent while pastes. savings deposits dropped 49 percent. 

Argument No. 2: With equal justification, it was pointed, out in 
1910 that banking facilities were not available to many small com- 
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munities especially through the South and West, whereas post offices 
were readily available to everyone. Today banking facilities are wide- 
spread and readily accessible throughout. the United States. 

(a) Over 87 percent of the post offices offering saving facilities are 
located in towns that also have banks. Even of greater significance 
is the fact that 78 percent of the postal-savings offices are in first- and 
second-class post offices located in the larger communities. 

(6) As long ago as 1935 over 12,000 towns had banks but only 8,000 
out of the over 40,000 post offices had postal-savings departments. 
Today the number of postal-savings offices has dropped to 6,623. Also 
only 414 of the bankless towns have postal savings, the very towns the 
System was created to serve. 

(c) There are over 20,000 fourth-class post offices, but only 79 of 
them have postal savings. 

(d) Finally, I might say in the States from which the members of 
this committee come, I just hastily added them up and I find only 25 in 
the States from which you come—only 1144 of all postal savings 
deposits are found in towns without banks. 

Mr. JOHANSEN. May I interrupt just to clarify that one statement? 
That is 1144 percent. 

Mr. O’GrErRAN. One and a half percent; yes. 

Mr. Jonansen. Of all the postal-savings deposits ; you are speaking 
dollarwise now ? 

Mr. O’Geran. I am speaking dollarwise now. I see that clerically 
that was left out. 

Argument No.3: Growing out of the losses incurred during the brief 
panic of 1907, it was believed that the general public should have its 
savings guaranteed by the National Government. The Government 
itself swept away the final justification for the Postal Savings System 
when in the mid-1930’s the Federal Deposit Insurance Corporation 
was established, now guaranteeing deposits up to $10,000. 

Argument No. 4: Because of its attractiveness to the public in 1910, 
Congress felt justified in supporting the Postal Savings. Today the 
facilities of the Postal Savings System are declining in attractiveness 
to the general public at an ever accelerating rate. 

(a) Since 1947 when the postal system deposits reached a high of 
$3.4 billion withdrawals have exceeded deposits by a wide margin so 
that they amount to $1,764,402,406 which represented a decrease in de- 
posits from June 30, 1955, of $242,498,701. To further point up the de- 
creasing usefulness of the system the total deposits for New York State 
on that date were $81,534,356 which represented a decrease in deposits 
since June 30, 1955, of $13,013.21. 

For the rapidly growing city of Syracuse, N. Y., total deposits on 
June 30, 1956, were $377,679 representing a decrease in deposits from 
June 30, 1955, of $88,472. These figures, I think it is fair to say, are 
quite typical. 

(6) During the last 2 years monthly withdrawals for the Nation 
as a whole have exceeded deposits by 20 millions of dollars, as a pre- 
vious speaker mentioned. 

(c) The number of depositors is decreasing in‘excess of 7 percent 
annually, and at the same time the average amount of money per 
depositor has decreased 3.5 percent. 

I just this morning saw this last report out by postal savings, and 
I think there is a slight increase in these figures. 
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(d) Because of the decrease in the demand for postal savings 
services, 122 postal savings offices were closed during 1955. 

(e) While the postal savings deposits have been shrinking, time 
deposits upon which interest is paid in both savings and commercial 
banks have been steadily climbing. 

Agument No. 5: It is claimed that “banking hours” make it impossi- 
ble for the workingman to deposit his wages in banks but the post 
office is open more hours during the day. And, of course, we are all 
familiar with the fact that where banks are on a 5-day basis they more 
often than not are open 1 or more evenings a week. You have banking 
by mail, and you have 24-hour deposit windows and things of that sort. 
So I do not think that has any weight any more. 

Today a sixth argument has ii added by those who are still 
reluctant to see the Postal Savings System liquidated along with the 
horse and buggy and the kerosene lamps. This may appropriately 
be termed the fiscal argument. 

It is argued that the Postal Savings System is operated at a profit. 
In support of this contention the 1955 Post Office report is offered as 
proof. 

This last one would be better proof. 

According to the Postmaster General’s report for 1955 the great 
bulk of the postal savings deposits are invested in Government secu- 
rities paying in excess of 2 percent. 

The difference between 2 percent paid the depositor and the interest 
obtained from the Government securities is considered profit. 

While it appears as a Department profit it is readily seen that any 
way you look at it, the United States Government—we the people— 
has not made a profit. Actually it amounts to this: The depositor 
has penalized himself by placing his money in the postal savings at 
2 percent when he could easily have purchased from the same post 
office savings bonds paying in excess of 21% percent. Further, should 
one wish to keep his funds even more liquid he could, of course, place 
them in a guaranteed savings account in the bank and receive in many 
instances, of course, better than 2 percent. 

I will not go into the General Accounting Office report on that. 
That has been stated. I will also omit any argument that should 
cause concern “would it decrease the jobs for postal savings employees.” 
And you have heard the answer of the Post Office Department on that, 
for which I am very happy. 

And today there is a growing consciousness of these facts and con- 
sequently from various segments of the Nation there is a growing 
insistence that this now useless appendage to the Post Office De- 
partment be amputated. 

Appreciating this situation, your distinguished chairman, of course, 
Mr. Murray, has introduced a most appropriate bill, and since it 
reflects the wishes of the post office, I most earnestly hope that the 
committee will expedite it to the floor of the House, with favorable 
recommendation. 

The bill is not only economically sound, as well as the other two that 
are in, but it carries political appeal for it says, in effect, to the tax- 
paying voter that the Government does not want to spend a penny of 
his money unnecessarily ; that this savings to the Government of only 
a few million dollars might be advantageously spent in many better 
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ways, and it might also be used to “up” the salaries of the hard work- 
ing postal employees. 

Thank you very much. 

Mr. JoHANseN. Would the gentleman agree that it even might be 
applied to reducing the national debt? 

r. O’Geran. That it certainly could, among any of the other one- 
hundred-and-one good uses for it. 

Mr. Lestnsxkt. As a professor of economics, looking at it from a 
practical position, is it not true that these funds put into banks and 
to loan savings accounts would be loaned out to others in the public 
to help the general economy of the Nation? that is, this money would 
not lay dormant; it would help the economy of the Nation? 

Mr. O’Geran. That is right. In other words, it would have a turn- 
over value. Originating in your State, I think the department of 
economics there is a pretty solid one. I certainly agree with you. 

The CuarrmMan. I wish to thank Professor O'Geran for his very 
fine statement on this legislation. 

I have had the pleasure of several visits from Professor O’Geran 
over the past few years about this legislation. He has been intensely 
‘atveatea in it. As I understand it, he is just representing himself as 
a professor of economics, and he has made a very thorough study of the 
entire Postal Savings System. 

Mr. O’Geran. I would like to add this: It has been my thought for 
years, and it is on my own time. I am concerned, as a professor of 
economics, in tying the theory with the practical, and it is very nice 
of you to let a starry-eyed professor come before you. 

The Cnarrman. I think you are a very practical professor. You are 
down toearth. You did not deal in theories. 

Mr. Lestnsxr. I think we can gain an awful lot from individuals 
like this, because they look at it not from the standpoint of their 
own selfish selves, and for that reason I think that your testimony 
should be accepted much more readily than that of others. 

The CHatrrman. How long have you been a professor of economics? 

Mr. O’Grran. I went to Syracuse in 1928. Prior to that I studied 
and taught a year at Wisconsin and taught in the State of Michigan, 
and did my final work at the University of Michigan. 

Mr. JowHansen. May I ask the gentleman where in Michigan he 
taught? 

Mr. O’Geran. In Michigan I taught at that amiable little college 
just south of Ann Arbor where so many boys love to go, Ypsilanti. 

Mr. Jonansen. Mr. Chairman, I would just like to say that it is 
tremendously reassuring to know that some of our students at colleges 
are etting this kind of instruction from professors of economics. 

Mr. O’GerAN. Thank you so much, sir. I am highly flattered. 

Mr. CunnincHuam. The Post Office people made reference to the 
point that they would be looking out for those who are in the post 
office service and there would be no jobs eliminated. Is it possible to 
put in this legislation that there would be no such elimination and 
there would be no downgrading? 

The CHarrMan. We have the assurance of the Department on that. 

The next witness is Mr. George Riley, representing the AFL-CIO. 

Mr. Riley is not present, I believe. 








32 DISSOLUTION OF THE POSTAL SAVINGS SYSTEM 


STATEMENT OF THOMAS G. WALTERS, GOVERNMENT EMPLOYEES 
COUNCIL, AFL-CIO, WASHINGTON, D. C. 


Mr. Watrers. Mr. Chairman, with your permission, I have been 
instructed to read George’s statement, if it meets with your approval, 
and then make just a few comments on behalf of the Government 
Employees Council. 

For the record, my name is Thomas G. Walters, operations director 
for the Government Employees Council, AFL-CIO. 

I am reading a statement that was prepared by George D. Riley, 
legislative representative of the AFL-CIO, 


The bills here under consideration would effect the same purpose which is to 
take the Post Office out of one of the fewer operations from which is netted a 
profit. 

In the 45 years of services to our citizens, this system has averaged a profit 
yearly of $4,816,663, with more than $10,500,000 in 1955. Many corporations 
would be proud to display a net earnings record of $216,749,838.43 over a 45-year 
period. 

The 4 loss years, with one exception, were at the beginning of the savings sys- 
tem. This is understandable. 

Only 4 days ago, the Postmaster General said he had found a postal deficit for 
half of 1956 which he reported was at the rate of $500 million annually. Why, 
then, is $6,525,462.34 not a welcome sum to apply on that or any other deficit? 

Have we reached the point where the Federal Government prefers to destroy 
a useful function rather than pocket a modest profit? 

The only basic difference between the bills here, as I find it, is that one would 
hasten the strangulation of a system. The others would withhold the coup de 
grace. 

At the present rate, the system will be self-liquidating. Meantime, the system 
continues to meet a demand of those who are savings-conscious and the Govern- 
ment continues to borrow $1,765,469,846 at an interest rate lower than it can 
possibly get through any other source. 

That is a bargain for everyone concerned, including the Post Office Department 
which turns a neat profit. Almost everyone seems happy except the bankers 
who have tried to throttle this savings plan. 

It is worth noting that no employees are added to handle postal savings unless 
the volume is great in which case the increased number of transactions and 
aggregate sums in turn cause the profit to the Department to rise. I am sure 
your committee is in excellent position to verify this statement to your satis- 
faction. 

Banks today have been forced to start paying 3 percent, now that savings and 
loan associations have moved to the 3% percent plateau. 

If the Government can net a profit at 2 percent interest, it is strange the 
banks cannot make a profit on the low salaries they pay their employees in 
contrast to the better salaries paid postal employees. 

It seems probable that some of the decline in postal savings represents a shift 
of deposits to the savings and loan groups. There has been much talk of increas- 
ing savings bond interest. The same move is also valid for the Postal Savings. 

The statement will be made that the Postal System has outlived its need. 
This is a standard and longstanding statement. It was made in 1953 when the 
Senate committee closed similar hearings and the bills expired. 

At that time, a Des Moines banker had just been appointed as head of the Post 
Office Department’s Finance Service. He took the lead officially to abolish Postal 
Savings. 

This year, Kenton R. Cravens, St. Louis banker, appearing before a Senate 
committee, said: 

“Our committee believes that following the recommendation of Comptroller 
General and the Hoover Commission, the Postal Savings System should be 
liquidated in an orderly fashion forthwith. It has outlived its original purpose 
and private enterprise provides adequate facilities for the savings of our people.” 

It is generally realized that in the great depression when banks were popping 
left and right, the postal savings depositories were meeting all commitments. 
So much so, in fact, that deposits doubled one year, then doubled again the next 


year. 
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For 15 years thereafter, pestal savings deposits grew every year by leaps and 
bounds. This is the System which the Hoover-bank combination wants to close 
up shop. 

A few years ago in an Alabama town, a banker shoveled the funds of his bank 
into his car along with the records and left town. Is it the purpose of these bills 
to deny postal savings facilities to unfortunates? The American right to a 
choice is still a good principle, the cold calculations of big banking interests to the 
contrary notwithstanding. 

Not long ago, Oscar R. Kreutz, executive manager, National Savings & Loan 
League, spoke some wise words on the subject of trying to strangle one or 
another type of depository of Joe Doake’s dollar. Here is what he said on the 
subject of “financial fratricide :” 

“Live and let live is an age-old solution which best applies now. For the 
saddest aspect of this constant bickering is that plenty of new business is te be 
had by any one who will go out and get it. 

“Savings and loan associations, the mutual banks, and commercial banks are 
all firmly established in this business. No one of these will change that fact by 
claiming an exclusive advertising language, belittling Government insuring cor- 
porations or attempting to harness a competitor by influencing legislation.” 

The American public is grown up sufficiently to decide for or against this 
profitable deficit-defying operation. When they have tired of it, all of us will 
know soon enough. 

That includes the statement of Mr. aoe 

I would just like, for about 1 minute, to state that the officers and 
delegates of the Government Employees Council, after looking at 
this picture from all angles, as we consider it— that we believe that 
it should be continued so long as the public believes in this type of 
operation. 

In 1914 we had 388,511 people using these facilities. In 1929 that 
had grown to 416,584. In 1956, the latest figures I have seen, we had 
2,482,026 people or individual accounts using these facilities. 

The Caarmman. What about the plan over the last 3 or 4 years? 

Mr. Watrers. This is 1956. 

The Cuarrman. I am talking about 1955, 1954, and 1953. The de- 
cline in the number of depositors. 

Mr. Watters. Did it decline from 1953 to 1954 ? 

The Cuarrman. I am asking about the decline over the last 3 or 4 
years, each year. 

Mr. Watters. That is true, according to the report. And let that 
be as it may. If the public grows tired of it, it will decline further 
and further, and in 10 or 15 years if they are tired of it we won't have 
any postal savings. 

Mr. Rees. Do your figures show it has declined or increased in the 
last 4 or 5 years? 

Mr. Watters. I do not have it with me right now, but I think it 
shows a decline in the last 3 or 4 years. 

The Crairman. Do you dispute that deposits have dropped from 
a peak of over 4 million deposits to 2 million as of June 30, 1956? 

Mr. Watters. I am not disputing that at all. But I am saying 
that there are still 2,482,026 people that believe in this type of 
operation. 

The CuHarrman. Do you not admit that these same people could 
get a higher rate of interest with some other investment which is 
secured by the Government up to $10,000? 

Mr. Waters. That is true. But it is not left up to us, I don't 
think, to tell these people they must do that. I think they shou'ld 
have a choice, Mr. Chairman. If they want to keep it here at 2 per- 
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cent, instead of getting 314, or taking a gamble on 5 or 7 percent, 
it is their prerogative to do so, especially as long as the facilities are 
available. 

Now, I think the answer to that is just what has been in the papers 
recently: That we ought to increase the interest rate on postal savings 
in keeping with the advance that has been made in other facilities 
as to interest rates. I don’t think that is any valid argument that 
we ought to do away with it because the people can go out here 
and make more money. People who can gamble and hit the market 
right can make a lot more money than they would at 5 percent or 
31% or 4 percent. But still they hy ave that choice of what they want 
to do with their money. Now, that is the feeling I have on the 
subject. 

And so it seems to me that we should not encourage this thing to be 
cut off, but simply let it reduce by its own volition, by the people. 

The Cuairman. As long as we have the $10,000 protection for 
depositors in banks and in building and loan and savings associations, 
do you not think it is high time that the Government quit competing 
with private lending and banking institutions ? 

Mr. Watters. I do not look at this as competing with private enter- 
prise, because this was started back in the days when people were 
encouraged to use it. 

The Caarrman, Oh, yes. There was a real need for it back then. 

Mr. Waurers. That is right. And why not let these people who 
put this money there decide themselves when they want to take it out. 
I have no fear but what eventually we will come to the point where it 
won't be profitable to operate this. 

And I would like to say this, from some many years’ experience in 
small post offices, I am of the opinion, and, of course, I have no figures 
to back it up except my personal experience, that we may not have any 
regular employees removed, and I doubt ser iously if we will if this bill 
prevails, but it will certainly close the door to new applicants coming 
in as fast as they would come in if this service was continued. T 
think we all, even not being experts, would recognize that that would 
have to be true. Because it takes some time to do this work. And 
personally, I am not fearful of any regular employee losing his job 
if this becomes the law. But I do believe it would indirectly increase 
the unemployment or the available people for employment in this 
country. I believe that very sincrely, and I think if the proper offi- 
cials were pinned down on it, they would perhaps lean along that line. 

Now, Mr. Chairman, for the record, I have had occasion to read 
Mr. Hallbeck’s statement that will be presented by Mr. Hallbeck, 
legislative representative of the National Federation of Post Office 
Clerks, in a minute, and the council endorses his statement as well as 
the statement that I read for George Riley. 

Thank you, Mr. Chairman. 

Mr. Jowansen. Mr. Chairman, I did not have quite as good an 
economics professor as the one we had a few minutes ago. 

Mr. Watters. I did not either, Mr. Johansen. In fact, I had none 
except the hard knocks of experience. 

Mr. Jonansen. Am I correct that if the interest rate for postal 
savings deposits * were increased, unless there were a substantial in- 
crease in the deposits, that w ould reduce the profit from the deposits? 
Am I thinking straight on that score? 
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Mr. Watrers. Actually, I do not know. But I think it would do 
this: If the Government was forced to go out and borrow this money 
at a higher rate of interest, it would increase our overall cost of Gov- 
ernment, where they are now using this money on the 2 percent level, 
and they cannot go out into the other markets, or I presume they can- 
not—that is the reason they raised the interest rate—and. borrow 
money as cheap as they could a few years ago. 

Mr. JoHansen. But if they increased the interest rate on these 
deposits, they would reduce the Government’s profit, if it were the 
same amount of deposits, would they not? 

Mr. Watters. Well, actually, I do not know. 

Mr. JoHANsEN. My point is that if that is the case, and if the margin 
of profit which has been shrinking continues to shrink, we will soon 
meet the point where it will be operated at no profit or at a loss. Now, 
is the gentleman prepared to advocate abolition of the system when 
that point is reached ? 

Mr. Watters. Well, I do not think we should any more abolish that 
system, because it is not actually paying its way in the future, than 
you would some other arm of the Government that the people want 
and the people desire. And as long as 2 million people use a func- 
tion of the Government without any pressure, it is my thinking that 
they should be permitted to use it. 

Mr. Jowansen. I respect. the gentleman’s right to disagree, but 
the point is made in the presentation here that one of the arguments 
for it is this profit which can be applied to the postal deficit. Now, 
if the profit is going to evaporate or go to the point of an actual 
loss, then I think you have got a completely different picture. 

Mr. Watters. Well, it would certainly tend to change the picture, 
and it would certainly tend to change the thinking of a lot of people 
if it was consistently showing a loss year after year. 

Mr. Jonansen. Now, there is just one other comment I want to 
make, This quotation from the executive manager of the National 
Savings and Loan League makes some reference to “belittling Gov- 
ernment insuring corporations.” I want the record clearly to show 
here that there has been nothing on the part of anyone who advocates 
this legislation that suggests in the remotest degree the belittling 
of Government insurance of deposits. And, in fact, one of the strong 
arguments that has been advanced for the elimination of the need 
of this system is the fact that we have such guaranties, which, if my 
memory serves me right, were originally recommended back in the 
thirties by the late Senator Vandenberg, of Michigan. 

Mr. Watters. I certainly had no intention of leaving any other 
impression, Congressman. 

Mr. Rees. Did I understand you to advocate an increase in the in- 
terest rate from 2 to 214 percent ? 

Mr. Watrers. I made this comment: There has been much said 
here this morning about other witnesses, about that they could go 
out here and get more money at 3 or 314 percent at banks or building 
and loan associations. If that is the argument to eliminate this, then 
why not increase the rate to 214 percent ? 

Mr. Rees. I am not asking you that. I am asking if you are advo- 
cating—— 

Mr. Watters. Yes, sir; I would. As long as banks and other places 
have increased theirs. I was not in favor of increasing those to start 
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with, personally, but since it has been done I think this ought to be 
increased. 

Mr. Rees. To how much? 

Mr. Watters. Of course, Mr. Rees, any guess that I would make 
on that would be purely from a very poor layman’s standpoint. I 
would suggest 21% percent. 

Mr. Rees. Well, you are testifying, and we want to know what you 
are talking about. 

Mr. Watrers. I am testifying, but I do not declare myself an ex- 
pert on that by any stretch of the imagination. 

But since these other interest rates have been increased, it would 
be my thinking that the interest rate on savings, postal savings, 
should likewise be increased to 214 or 234 or somewhere along there. 

The Cratrman. In other words, you want to keep the Post: Office 
Department in the banking business. 

Mr. Watters. Mr. Chairman, you have a perfect right to refer to it 
as the banking business, and many other people do, too. I have never, 
in my 30 years’ connection with the Post Office-——and we have had 
posts al savings in the office that I come from—I have never looked on 
it as a banking business. It properly might be so, though. 

The Cuamman. And you would be in favor of continuing this sys- 
tem, even though it begins to accumulate a larger and larger deficit 
each year ? 

Mr. Watrers. Well, yes, sir. For the time being I would, sir. But 
it depends on how large ‘that deficit would come to be. ‘There is alw: ays 
a change in thinking and a change in the position that people take. 
Different circumstances would cause people to take a different position. 

Mr. Lestnsxt. In other words, under the present circumstances you 
think it should be continued, but if the amount of deficit should 
increase, then you would reconsider your present position / 

Mr. Watrers. If that deficit occurs, Congressman, over several 
years and shows an increase, then certainly we would be willing, and 
take it and reconsider it and take another look at it. 

Mr. Lestnsxtr. Is it not true that this has been of service to the 
public and banks have not at all times had sufficient facilities to handle 
the need ? 

Mr. Watrers. I think in the country I come from it did more to 
encourage thrift and encourage saving than anything that has ever 
happened i in this country. That is my candid opinion. And let me 
just say this, please, sir. It has been done among a class of people 
that did not have any money to speak of, generally speaking, and they 
would say, “Well, now, I don’t hi ave a hundred dollars to put in the 
bank, but I can put a dollar or two in postal savings.” And they have 
encouraged their children to do that. Hundreds and hundreds of 
parents, “when the child is born, have opened a postal savings account 
for him. And I think we are losing sight of those things that have 
been fundamental in this country, to encourage people to be thrifty 
and to spread out in this thing of thrift. 

The first money I ever saved was ina postal savings account, 

The CHarrMan. Are you a postal savings depositor today ? 

Mr. Watrers. Yes, sir. I do not have much, but T have an account. 

Mr. Lestnsxt. At the time when the Roosevelt administration tried 
to put through the guaranteeing of your bank deposits, $5,000 at the 
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time, it seems that today they are all for it, and it seems that this cry 
of “creeping socialism” has disappeared ; has it not? 

Mr. Watters. Let us not bring in too much partisan politics here. 
I do not hear any objections to the . guaranteed deposit. 

Mr. Jonansen. Mr. Chairman, I just wanted to ask the academic 
question of whether or not one of the serious discouragements to sav- 
ings and the savings habit today is the high cost of government, which 
takes aw ay so muc +h from the t: axpayers and the citizens. 

Mr. Warrers. It is evidently the high cost of government or the 
high cost of living or something. I certainly have not been able to 
save anything in the last 3, t,or 5 years. I do not know whether it is 
the high cost of government altogether, Congressman. It perhaps 
helps. 

Mr. JouaNnsen. | suspect it has helped 

Mr. Ww \LTERS. But the meat and bread and the shoes and the hats 
have something to do with it, too, and the house rent. 

The CrarrmmMan. The last witness today is Mr. Roy Hallbeck, legis- 
lative representative of the National Federation of Post Office C lerks. 


STATEMENT OF E. C. HALLBECK, LEGISLATIVE DIRECTOR, NA- 
TIONAL FEDERATION OF POST OFFICE CLERKS, WASHINGTON, 
D. C. 


Mr. Hatiseck. Mr. Chairman, I will try to make this short and 
sweet If vou will indulge me. 

Mr. Chairman and m ge rs of the committee, for the purpose of 
the record, my name is E. Hallbeck. Don’t let that “Roy” fool 
you. Thatstands for “Elr a : * something that was never used. 

l am eee the National Federation of Post Office Clerks, 
with offices at 711 14th Street, in this city. 

I appear here this m ornana in op position to the enactment of the 
bill H. R. 4586 which would abolish the Postal Savings System. 

The Postal Savings System oce upies a unique position inasmuch as 
it 1s one of the few activities of the Post Office Department to show 
an excess of revenues over e xpenditures, The reports of the Post 
Office Department indicate that this is one of the very few special 
service features which has not involved a consistent financial loss to 

he Department. On the contrary, with few if any exceptions, the 
Post al Savings System has been operated at a profit each year. 

According to the latest information I have at hand—the cost ascer- 
tainment report for the fiscal year 1955—the Postal Savings System 
had total revenues of $17,573,706 as against total expenditures of 
$7,602,556, and an excess of revenues over expenditures of $9,971,150. 
It seems to me that any action which would deprive the Post Office 
Department of approximately $10 million in revenue ought to receive 
extremely careful consideration on that ground alone. 

[ think the fact that more than 2,600,000 people use this facility 
also warrants a ial consideration. 

The Postal Savings System has always enjoyed the implicit confi- 
dence of the American people. Like « very other activity it has had 
its ups and downs. The amount of money on deposit, like the num- 
bers of depositors, has fluctuated from year to year but I venture to 
say that the Postal Savings System has done more to teach thrift and 
encourage saving than it has ever been given credit for. 
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Considerable, if not the largest, concentration of postal savings 
business likely occurs in those cities with large foreign-born popu- 
lations. Many of these people, for one reason or another, simply 
could not be persuaded to put their meager savings in a commerci ial 
banking institution and if the Postal Savings System is abolished, a 
es mg amount of the money now on deposit will wind up in 

~akettles as places of security. 

The Postal Savings System provides a nec essary service to a con- 
siderable number of people and while comme - ial banks could, and do 
in many instances, provide similar service, I doubt that there are 
banks readily available in each of the areas where postal savings busi- 
ness is abneeted. I seriously doubt, therefore, that the closing of 
postal savings will lead to any appreciable increase either in the 
number of depositors or the amounts on deposit in established bank- 
ing institutions. 

Enactment of the proposed legislation would, in our judgment, be 
a distinct disadvantage both to the more than 21% million depositors 
and to the whole American people, resulting from a decrease in reve- 
nues without a compensating decrease in cost to the postal service. 

I think it is fair to say that in addition to loss of income, there would 
be a further loss due to the necessity for absorbing certain costs that 
are presently apportioned to the Postal Savings System. 

For these reasons, Mr. Chairman, we are forced to register our oppo- 
sition to the enactment of the bill H. R. 4586. 

The CHatrman. Are there any questions? Mr. Rees? 

Mr. Rees. Just one question. 

I notice you say here that you are furnishing services for a number 
of people who would not otherwise have the service. I just notice, 
according to these other statements that have been made, that some- 
thing like one-fiftieth of 1 percent are taken care of in areas where 
there are no other facilities. 

Mr. Hatreck. I do not think we are thinking about the pein places, 
Mr. Rees. I was thinking about big cities, primarily, where people 
employed can make deposits in the Postal Savings System in the ‘hours 
after commercial b: inking institutions close. 

I think most members of the committee know that I come from the 
State of Illinois, the city of Chicago. And we have in the city of 
Chicago a postal substation, the old Wicker Park station. It probably 
is the largest. postal-savings bank in the country. It is an area made 
up largely of the foreign born. But the deposits in that station are 
made between 4 and the hour of closing. I do not recall now what 
the hour of closing is at that station, but it used to be 6 o’clock. And 
that is when they did the business, between 4 and 6 o’clock, when banks 
were not ordinarily open. 

Mr. Rees. We had some testimony here that the situation has 
changed considerably in that respect. 

Mr, Hatieck. In many areas banks are open one evening 9 week. 
By evening I mean late afternoon. Here in Washington they open 
on Fridays, I believe, between 4 and 5, but they are not open after 5, 
and that is the only time I know of that any commercial bank is open. 
Building and loan associations or savings associations here do have 
evening hours in some instances. I am not sure, however, that all of 
them do. I know I have an account with the Perpetual Building 
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Association. I do not believe they have any evening hours. At least, 
it has never been brought to my attention. 

But there is where the service is not readily available, not so much 
in the small offices, but in the large cities, where people who are work- 
ing can make de posits or withdrawals. And that is often as impor- 
tant to them or more important than making deposits—after the hours 
that commercial banks are not open. 

Mr. CunninGHam. You keep referring in this testimony to the 
banks getting this money, and I just want to reemphasize again that 
i think they will get a dribble if this legislation is passed, but a great 
share of this is going to go into savings bonds, because it is the No. 1 
savings habit that the people of America has’ acquired. 

Now, i in the instance that you just mentioned, of this large savings 


bank in your area, sir, I imagine those people are factory employed 
to a gre: 


Mr. saaiaion K. . Largely. 

Mr. Cunnincuam. And no doubt 95 percent of their places of em- 
ployment have the payroll-savings plan for bonds where they could 
have it deducted ? 

Mr. Hatiseck. The point is, Mr. Cunningham, that, having this, 
they have not used it. They have used instead the Postal Savings 
System. 

Mr. Cunnrneuam. I think it is used due a lot to habit. 

Mr. Hauiseck. I think the truth is that they use both, but they 
use them for different purposes. 

Mr. CunnincHam. When I was with the savings-bond people in my 
State, we had no trouble whatsoever of pointing out the advantages 
of savings bonds over postal savings. 

Mr. Haxieeck. As a matter of fact, postal savings people point 
that out. I think we are among the largest sellers of savings bonds. 

Mr. Cunnincuam. Well, not any longer. The post offices have 
gotten out of the savings bonds business except in those towns which 
do not have banking facilities. The banks sell and service all savings 
bonds at no cost to the Government as a patriotic service. They also 
redeem the bonds. 

Mr. JoHANsEN. I am going to ask you this, and I want to be fair 
to you. 

Mr. Hatieeck. Do not worry whether it is fair to me. You try it. 

Mr. Jonansen. I wonder whether in the actual cost of administer- 
ing the Postal Savings System, particularly in those large post offices 
or branch offices that you spoke of, the costs of operating the System 
include the cost of the personnel who work at that function either 
part time or full time? 

Mr. Hatigeck. Oh, yes. 

Mr. JonHansen. I mean to say: Is that computed as a part of this 
total profit and loss picture ? 

Mr. Hauieeck. Oh, yes. If you will look at the statement, the 
cost-ascertainment reports, I do not have the record for 1956, and 
that is the reason I use that report in my testimony, but if you look 
at the cost-ascertainment report for 1955, on page 83, item 21, here 
is how they allocate the expenditures: 

cs Salary and travel of postmasters” gets figured into it, salary and 
trav el of post-office supervisors, commissions and money or fees, sal- 
aries and travel, clerks, first- and second-class offices, enter into it. 
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Salaries, clerks in third-class offices; contract station services, station 
allowances, rent. It includes all of those things in determining the 
cost. So that there is acutally a net. profit, if you want to call it a 
profit, from the operation of the Postal Savings System. 

Mr. Lestnski. You mentioned the terminology, “service to the pub- 
lic.” I think that is one of the things we have to consider. From 
personal experience in a city of a 100,000 people we had 3 banks. I 
was instrumental in organizing another bank. Before we got our 
charter the other banks opened up six branches to serve the public. 
Before that they were not doing a thing. I think the banking system 
does not provide any more than they have to provide. And that is 
a factor in this. 

Mr. Hauipeeck. I would say that there may be an element of com- 
petition involved in the Postal Savings. But I think more likely 
it is only a yardstick. It is not a real competitor of commercial 
banks. The chairman asked a previous witness whether he was a 
depositor in the Postal Savings. If he had asked me that, I would 
have to say “No.” Because, frankly, most of my experience with 
banks has been borrowing from them rather than depositing in them. 
But I do happen to maintain a checking account, and that is something 
I could not maintain with postal savings. 

Mr. Lesrnsx1. War bonds is a savings program. 

Mr. Hatxeeck. I think that is true. And many of the people who 
work in factories and have used postal savings, for instance in the 
Wicker Park station I cited, also buy bonds. But they buy them for 
two different purposes. They buy the bonds to save, to accumulate ; 
they buy them with the intention of holding them for 10 years. 

Mr. JoHANSEN. Would the witness associate himself with the previ- 
ous witness in advocating an increase in the interest rate? 

Mr. Hatiseck. No; because I do not believe an increase in the inter- 
est rate is necessary. The people who use postal savings do not use 
it because of the interest rate. 

The CHarrman. Thank you, Mr. Hallbeck. 

Mr. Hauipeck. Than you for the reception, Mr. Chairman. It is 
always a pleasure to come before this committee. 


STATEMENT By C. B. GRavitt, Jr., SECRETARY AND LEGISLATIVE REPRESENTATIVE 
OF THE NATIONAL LEAGUE OF POSTMASTERS OF THE UNITED STATES 


Mr. Chairman and members of the committee, my name is C. B. Gravitt, Jr., 
secretary and legislative representative of the National League of Postmasters, 
the oldest organization representing postmasters in every State and Territory. 
Our organization wishes to go on record supporting H. R. 4586, to discontinue 
the Postal Savings System. On February 26, 1957, the executive committee of 
the National League of Postmasters approved the following resolution : 

Whereas the usefulness of the Postal Savings System has declined in recent 
years, these needs being handled adequately by the Nation’s banking institutions, 
and in view of the fact many impartial bodies have recommended that the 
system be abolished, we of the National League of Postmasters, believing it to 
be in the best interest of the postal service, earnestly urge that the Savings 
System be ended in an appropriate manner and within a reasonable time. 

At the time of enactment of the Postal Savings Act in 1910, the convenience 
of smalltown patrons was undoubtedly in consideration. This is not true 
today. Less than 2 percent of the aggregate deposits and of all depositors are 
served by third- and fourth-class post offices. In fact, the number of fourth- 
¢lass post-office depositors accounts for only one-fiftieth of 1 percent of all 
depositors. Ninety percent of the depositors are in first-class offices and 8% 
percent are in second-class offices. Thus, deposits are concentrated in post 
offices in communities which have commercial banks. For those very few which 
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do not, the growth of automobile transportation since 1910 and the increased 
popularity of banking by mail have provided ready alternatives. 

We wish to thank the committee for the opportunity of presenting our views 
and trust that favorable action will be taken on H. R. 4586. 


The Cuarman. I have before me a statement from the Chamber 
of Commerce of the United States which will be included in the record. 
(The statement referred to is as follows:) 


STATEMENT ON H. R. 4586 oN BEHALF OF THE CHAMBER OF COMMERCE OF THE 
UNITED STATES 


The Postal Savings Svstem is outmoded. The Postal Savings System, a very 
minor governmental activity compared with other Federal operations, continues 
to exist long after it has outlived its original purpose. 

The 45-year-old System is no longer vital or essential as a banking facility— 
the major reason for its being set up in the first place. Established as a bul- 
wark against the financial crisis of 1907 and the failures of banks which were 
common in that year, the Postal Savings System was an attempt to provide a 
governmental depository for the savings of all people. The popular demand 
was for either the creation of a postal savings type of system as existed in 
England or a general guaranty of bank deposits. Congress chose the first course, 
and in 1910 the Post Savings System was begun. Its function, according to 
its supporters, was to provide savings deposit facilities in communities lacking 
adequate banking services, and to attract the savers who had no faith in the 
banking system of the Nation. 

The Postal Savings System was expected to benefit the national economy 
by promoting thrift, by drawing money out of hiding and placing it in cireula- 
tion, and by discouraging the foreign born from sending their money abroad. 
These objectives have been met by today’s expanded savings and banking system. 
The promotion of thrift is well handled by 6,000 savings and loan associations, 
over 20,000 banking offices, and hundreds of mutual savings banks across 
America. 

The Federal Deposit Insurance Corporation has since heen created and has 
grown in stature and ability and is now considered adequate protection for the 
savings which are deposited in the banking system. The Federal Savings and 
Loan Insurance Corporation adequately protects savings deposited in the savings 
and loan associations and similar insurance is extended those persons who 
save with mutual banks. Hoarding money is not common today, and mistrust 
of the American banking system has been dispelled. 

Under the present law, the System functions within the Post Office Depart- 
ment under three trustees—the Postmaster General, the Secretary of the 
Treasury, and the Attorney General. Congress has fixed the rate of interest 
on deposits as 2 percent with no interest payable on funds withdrawn in less 
than 1 year. Although these funds deposited with the Postal Savings System 
are used to some extent by the Secretary of the Treasury in purchasing Govern- 
ment securities, by and large they are “dead” money which could be put to 
much greater economic use had they been deposited with existing private 
financial institutions. 

The Hoover Commission in its investigations found that the system had 
served its purpose in discouraging the flight of money out of the United States. 
By 1915, the Commission determined, almost three-quarters of postal savings 
depositors who had reached the maximum deposit limit were foreign-born 
residents. However, the Commission noted, “The original idea of service to bank- 
less towns has not worked out.” 

Let us compare the availability of post offices and the availability of banks as 
places for deposits of funds. There are only about 7,894 post offices (out of 
about 40,000) designated to receive postal savings. ‘Most of these postal savings 
offices are in first- and second-class post offices in larger cities and towns,” 
the Hoover Commission reported. ‘These offices have about 98 percent of all 
deposits and depositors.” 

Although all other forms of institutional savings have grown and prospered 
over the past several years, the Postal Savings System has lost in relative im- 
portance as a savings medium. In fact, there has been a drop in the number 
of postal savings depositors from 4 million in 1947 to less than 2.5 million 
today. 
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With the development of rapid transportation, good roads, banking by mail, 
and other means of communication, the earlier reasons for the establishment 
of the Postal Savings System no longer exist. 

In many instances postal savings offices have catered to less than 10 depositors 
and there have been many instances of complete facilities being maintained 
for only 1 or 2 depositors. 

Actually, there will be no loss of employment for any postal employees, but 
only a loss of assignment to a preferred position if the system is liquidated, since 
the postal savings assignment is considered a preferred assignment in the 
Department and is handled mainly on a part-time basis. 

The national chamber, testifying before the Senate Banking and Currency 
Committee on February 4, 1957, strongly urged that Congress enact legislation 
which would seek to liquidate in an orderly and early manner the entire Postal 
Savings System. We now strongly urge that H. R. 4586 be enacted into law in 
the most expeditious manner, and that the Postal Savings System be completely 
liquidated. 


The CratrMan. I also have statements from Mr. Charles H. 
Fletcher of San Diego, Calif., vice chairman of the legislative com- 
mittee, United States Savings and Loan League: Mr. Elton Kile, 
president, National Associated Businessmen; and Mr. Julian S. 
Myrick, vice chairman, Citizens Committee for the Hoover Report. 

Their statements will also be included in the record. 

(The statements referred to follow :) 


STATEMENT RE H. R. 4586 ry Cuartes K. Fretrcrer, SAN Dreco, Carir., VICE 
CHAIRMAN, LEGISLATIVE COMMITTEE, UNITED STATES SAVINGS AND LOAN LEAGUE 


I am Charles K. Fletcher of San Diego, Calif. I am president of the Home 
Federal Savings and Loan Association of San Diego and I appear today as vice 
chairman of the legislative committee of the United States Savings and Loan 
League. This is an organization composed of 4,300 savings and loan associations, 
building and loan associations, and homestead associations, and representing 90 
percent of the total assets in such institutions throughout the country. 

The league favors the enactment of H. R. 4586, Representative Murray’s bill, 
to provide for the discontinuance of the Postal Savings System. 

For many successive years the league has had a position in line with the objec- 
tive of this bill. The most recent reaffirmation of this position was in the legisla- 
tive program adopted at the league’s legislative conference in January of 1957. 

We favor the discontinuance of the Postal Savings System for the basic reason 
that there is no longer any need for a Government-operated savings system apart 
from the savings bond program of the United States Treasury. The United 
States Treasury is offering a return on funds substantially greater than has ever 
been paid on postal savings and is even now seeking a higher rate. Moreover, the 
Government has two other programs which overlap or duplicate the now out- 
moded Postal Savings System: It is insuring accounts in (1) the savings and loan 
associations throughout the country through the Federal Savings and Loan Insur- 
ance Corporation and (2) in the commercial banking system through the Federal 
Deposit Insurance Corporation. Through these programs of Government 
strengthening of the chartered savings institutions, the saver in every part of 
our country has access to a means for exercise of thrift which is equivalent in 
safety to the Postal Savings System. 

The league is convinced that the Federal Government should prune itself of 
all activities which are no longer necessary. We think such divestment of un- 
necessary activities is sound policy. Recent attention to the ever-increasing size 
and scope of the Federal Government's operations has given rise to concern 
among a greater and greater number of our citizens, and the discontinuance of 
any operation for which the reason has long since passed seems especially wise 
at this time. 

As early as 1952 the General Accounting Office pointed out in its report to 
the Congress that in its opinion the Postal Savings System is no longer needed. 
The Comptroller General reviewed the reported purposes for the establishment of 
the system in 1910, namely, to establish savings facilities in remote places 
where ordinary banking facilities were not available and to overcome the 
small depositor’s lack of confidence in the banking institutions. The reasons 
which the Comptroller General gave in support of his belief that these purposes 
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were no longer applicable have become more compelling in the years sinee 
the Comment was made. 

Every year that the Postal Savings System continues to operate, its non- 
essentiality becomes more apparent in its own figures. New deposits in the 
System in fiscal 1956 were less than for any years since 1931, just $606,100,315. 
As the committee is well aware, the unfortunate financial developments of the 
early 1930's gave the first major impetus to growth of the Postal Savings System 
once its initial impetus had spent itself. Thus, when the figures show the use 
of the System going back to the dimensions of predepression years, the lack of 
need for this facility is startlingly apparent. As of June 30, 1956, the outstand- 
ing principal to the credit of postal-savings deposits was below $2 billion for the 
first time in 14 years; it was only $1,765,469,846. The decline for the fiscal year 
1956 was over a quarter of a billion dollars. 

Of equal significance has been the increasing rate of decline in the number of 
depositors in the Postal Savings System. In fiscal 1954 the rate of decline was 
7.2 percent; in fiscal 1955 it was 7.6 percent; in fiscal 1956 it was 8.5 percent. 
Six months ago the Postal Savings System was serving only 2,482,026 persons 
and this reduced number of accounts included 47,678 of unclaimed accounts. At 
its peak in 1946 the Postal Savings System was serving 4,135,000 persons. One 
other figure bears out the same picture of declining influence in the savings field 
and declining need for the System. The average amount which a depositor held 
in the Postal Savings System as of June 30, 1956, was $711.30, the smallest aver- 
age account shown since 1945. 

When bills to bring about a gradual liquidation of the Postal Savings System 
were under consideration in the 83d Congress and the Senate Committee on 
Post Office and Civil Service was having hearings, the Post Office Department 
pointed out that only four-tenths of 1 percent of the deposits in the Postal Sav- 
ings System are in fourth-class post offices. Here is evidence of the changed 
pattern of the people who live in rural areas, and of their lack of dependence on 
the Postal Savings System. 

The development of alternative means of meeting both the social and economic 
need for which the Postal Savings System was designed 47 years ago shows a 
like conclusive reason for thinking we no longer need postal savings. The 
United States Treasury has under operation a suecessful savings bond sales 
program whose size in any recent year is greater than the total of the invest- 
ment in the Postal Savings System at its peak. The Federal Savings and Loan 
Insurance Corporation is insuring accounts up to $10,000 each in 3,678 savings 
and loan associations operating in every State of the Union, many of which 
have branches in addition to their main offices in order to stretch their avail- 
ability geographically to the people of their community. The Federal Home 
Loan Bank Board made a survey as of December 31, 1955, of existing facilities 
of savings and loan associations in terms of their location, in response to a 
request of the Senate Banking Committee. It found that 1,579 savings and 
loan offices were located in urban places of less than 10,000 population. When 
we see this pattern of savings and loan offices dotting the small localities of the 
country as well as serving the large metropolitan areas, we can understand the 
disuse into which the Postal Savings System is falling among those in rural 
areas. The total assets of the savings and loan system are over $41 billion and 
over 18 million savers are investing there. 

The Federal Deposit Insurance Corporation insures deposits up to $10,000 per 
person in 13,541 banks which have 6.567 branches. The total assets of FDIC- 
insured banks were $209 billion as of December 31, 1956. 

The geographic coverage of the member institutions of the Federal Savings 
and Loan Insurance Corporation and of the Federal Deposit Insurance Corpor- 
ation is greater than at any time during the 22 years that these Government 
insuring agencies have been in existence. 

The momentous changes in the physical way of life in the past half century 
include the spectacular changes in transportation. These would in themselves 
indicate that the people living in rural areas no longer present a problem for 
which the Postal Savings System is needed. 

The Post Office Department has given testimony in favor of gradual liquida- 
tion of the System. The Assistant Postmaster General voiced no objection to a 
Senate bill to accomplish this gradual liquidation when it was proposed in 1953. 

The Murray bill envisions a more direct and immediate termination of the 
Postal Savings System than proposals hitherto considered by the Congress. The 
United States Savings and Loan League believes that this approach is sound 
and justified. The proposal in H. R. 4586 takes adequate care of the interest 
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of existing depositors in the Postal Savings System. The league furthermore 
extends to the committee its offer to assist in any feasible way in the liquidation 
of the Postal Savings System in localities where it has a substantial number of 
depositors and where the savings and loan institutions in the localities might 
conceivably be helpful. 


STATEMENT OF ELTON KILE, PRESIDENT, NATIONAL ASSOCIATED BUSINESSMEN, 
IN Favor or H. R. 4586 


National Associated Businessmen, organized in 1946 and in continuous opera- 
tion since that date, represents several thousand large and small companies, 
doing business in every State, and also 30 State and regional affiliates. Banks 
constitute an appreciable percentage of total membership. 

A major program of National Associated Businessmen relates to the termina- 
tion of business and banking activities of the Federal Government which are in 
direct competition with taxpaying private enterprise. 

Our banking members are especially concerned with the existing competition 
of Government's lending and banking agencies, which operate with numerous 
presently legal advantages, chiefly escape from taxes. The Postal Savings Sys- 
tem is a conspicuous example of Federal interference with the operation of tax- 
paying private enterprise. It has long since outlived any conceivable reason 
for its existence; it should be discontinued in accord with the terms of H. R. 
4586 and other bills of similar purport which have been introduced to the House 
of Representatives and to the Senate. 

The Postal Savings System was inaugurated in 1910, largely to provide savings- 
bank facilities in communities whose banks had been wiped out in the 1907 
panic, and to give assurance to people who were hoarding their money in tin 
cans and under mattresses and to foreign-born workers who were sending their 
savings abroad rather than trust this country’s financial institutions. 

The System has had its ups and downs. Total deposits averaged $135 million 
before the depression of 1930. In 1947, the total reached $1.3 billion; in 1947, 
following World War II, an alltime high of $3.4 billion was reached, with more 
than 8,000 post offices receiving deposits. 

To all intents and purposes, the System might have been closed then, with no 
loss of security to people who wished to be sure that their savings would be safe. 
Government had established the insurance of deposits in banks. The rate of 
interest on savings was rising beyond the 2 percent which the postal savings 
banks have always paid. By 1954, only 7,872 of our 40,000 post offices were 
receiving postal savings and of these, 353 had less than 10 depositors while some 
had no business at all or only 1 depositor. 

We are told—though I admit that I present this statement as gossip—that 
in many instances the post office savings bank is used as a weekend in-and-out 
depository by persons who fear they will be unable to resist the temptation to 
squander the paychecks that are burning holes in their pockets. Admirable as 
this protective service may be, it seems hardly worth the expense of $8 million 
a year to keep the Postal Savings System in operation. 

The Commission on Organization of the Executive Branch of Government has 
recommended that the Postal Savings System be terminated slowly—with a 
year’s notice that deposits would no longer be accepted. The Murray bill shortens 
that period to 30 days, which we believe is better. If the Congress decides, in 
its wisdom, to terminate these post office banks, it should be done quickly. De- 
posits should be transferred to Government savings bonds or to taxpaying savings 
banks. 

The depositors will benefit by a higher rate of interest on their savings. The 
Treasury will benefit by the taxation of the earnings of banks of the proper 
sort. And the taxpayers should benefit by the elimination of the $8 million a 
year that it now costs to operate these post office savings banks. 

I say “the taxpayers should benefit” for our association finds no valid reason 
to assure postal employees that they will not have to move into private enter- 
prise when the Postal Savings System is terminated. 

We ask you to report H. R. 4586 to the House. 
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STATEMENT OF JULIAN S. Myrick, VICE CHAIRMAN, CITIZENS COMMITTEE FOR THE 
Hoover Report 


My name is Julian S. Myrick. I am vice chairman of the Citizens Committee 
for the Reorganization of the Executive Branch of the Government, Inc., more 
generally known as the Citizens Committee for the Hoover Report. The Citizens 
Committee is a bipartisan organization created to conduct public education with 
respect to the findings and recommendations of the two Hoover Commissions. 

‘the Citizens Committee wishes to add its support to H. R. 4586, introduced by 
the distinguished chairman of the House Committee on Post Office and Civil 
Service, the Honorable Tom Murray of Tennessee. 

Pertinent extracts from the Hoover Commission’s report on this subject are 
attached hereto as appendix A. We wish particularly to cite recommendation 
No. 10, which reads as follows: 


RECOMMENDATION NO. 10 


“(a) That the public be informed that after some reasonable period, say 12 
months, no further deposits will be received by the Postal Savings System and 
that potential depositors be offered the more remunerative United States savings 
bonds. 

“(b) That depositors be given an opportunity during a period not to exceed 
5 years to exchange their deposit certificates for United States savings bonds 
or to place their savings elsewhere.” 

Our discussion will primarily concern itself with one matter surrounding 
which some confusion has arisen. This is the alleged profitability of the Postal 
Savings System as it now exists. Comments on this matter are set forth below. 

The source of this alleged profit of the Postal Savings System is the difference 
between the rate of interest paid by the Treasury on the bonds held in the 
postal savings trust fund and the rate of interest paid to depositors. All of 
the assets of the Postal Savings System must be held by the postal savings trust 
fund, and the trustees of this fund must invest the assets in United States Gov- 
ernment bonds. By law the Treasury must pay at least 244 percent interest on 
bonds in the postal savings trust fund; by regulation, it pays 24% percent interest. 
Thus, for example, in the fiscal year 1954 the Postal Savings System received 
in interest on the bonds held in the trust fund about $61,200,000. In the same 
year it paid to the depositors $46 million interest while about $7,800,000 repre- 
sented the operating costs of the Postal Savings System, as given in the cost 
ascertainment report of the post office. The post office has said that this 
left a profit of about $7,382,000 that year. During the 4-year period from 1951 
to 1954, the post office claimed an annual profit of about $6,800,000. 

Since the alleged profit is merely the difference between the rate of interest 
paid by the Treasury to the postal savings trust fund and the interest paid by 
the System to depositors, the actual result is that this profit is merely something 
that the Government transfers from one pocket to another. What is a profit 
to the post office is a cost or a loss to the Treasury. Certainly, if the Postal 
Savings System should be closed, the Treasury would not have to pay 2% percent 
interest on the bonds in the postal savings trust fund and the amount of the in- 
terest paid on the public debt would be reduced by that amount. The Treasury’s 
average rate of interest over the years on bonds has averaged less than this 
figure. Thus it is obvious that the profits of the Postal Savings System are 
merely the result of a bookkeeping transaction and do not represent a real profit 
to the Government. 

The Secretary of the Treasury told the chairman of the Senate Committee on 
Post Office and Civil Service on April 27, 1953: 

“It is believed that in the interest of economy, the Postal Savings System 
should be gradually liquidated. In recent years, other facilities have been 
developed which are largely eliminating the necessity for continuing the System. 
It is believed that a gradual liquidation would be advantageous and eould be 
accomplished by the gradual closing of postal savings depository offices in areas 
where other facilities are available.” (Emphasis supplied.) 

The Post Office Department stated in a communication to the same Member 
of the Senate, on April 28, 1953: 

“It is believed that the need for the Postal Savings System has diminished in 
recent years due to the availability of United States savings bonds and other 
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well-safeguarded avenues for -savings. * * * However, more than 3 million 
depositors continue to use the System, and any procedure for its accelerated dis- 
continuance should be considered in the light of this relationship.” (Emphasis 
supplied. ) 

And the Comptroller General told Congress in 1952: 

“By and large the main purpose and justification of the Postal Savings System 
are no longer applicable. Since the passage of the enabling legislation in 1910 
the banking structure has been expanded * * * the guaranty and security of 
savings deposits sought by depositors but previously not obtainable except in 
postal savings are now afforded nearly all savings deposits up to $10,000 * * *. 
Inasmuch as the prevailing rate of interest paid on most savings accounts is 
lower than that paid by the Postal Savings System, a condition the reverse of that 
in 1910, the Postal Savings System is now competitive with private and com- 
mercial savings facilities. In addition, United States Treasury bonds are now 
available for savings purposes * * *, 

“Tt would appear that the Congress should give consideration to the question 
as to whether under present conditions there is a need for a Postal Savings 
System.” (Emphasis supplied.) 

These statements would seem to furnish significant support for the Commis- 
sion’s recommendation. Certainly it is inaccurate to claim that the System 
should be continued because it results in a profit to the Government. 


Exursit A 


EXCERPT FROM BUSINESS ENTERPRISES, A REPORT TO THE CONGRESS BY THE COMMIS- 
SION ON ORGANIZATION OF THE EXECUTIVE BRANCH OF THE GOVERN MENT 


THE POSTAL SAVINGS SYSTEM 


The Postal Savings System was created by the Congress in June 1910 largely 
to meet the situation resulting from the 1907 financial crisis with its attendant 
bank failures and to provide savings facilities in bankless locations. There had 
been much hoarding and exporting of savings largely by the foreign-born resi- 
dents. Seventy-two percent of the postal savings deposits in 1915 were held 
by the foreign born. 

The System is conducted by the Post Office Department under three trustees 
the Postmaster General, the Secretary of the Treasury, and the Attorney Gen- 
eral. The Postmaster General designates the post offices which will receive 
deposits. 

The rate of interest payable on deposits which was originally fixed by Congress 
at 2 percent has remained unchanged, but the maximum deposit balance of $500 
in the original act was increased to $2,500. The savings deposits are represented 
by nonnegotiable certificates issued to finger printed and otherwise identified 
depositors. No interest is payable on funds withdrawn in less than 1 year. 

The Postal Savings System can redeposit its accumulated funds in private 
banks with certain security provisions. The interest required from such insti- 
tutions was determined by law to be at least 244 percent, although by regulation 
the rate has always been fixed at 2% percent. 

The volume and disposition of postal savings have shifted with the economic 
tides; competitive interest rates offered by private institutions; the rates paid 
upon Government securities: the higher rates offered upon Government savings 
bonds; and the guarantees of depositis in banks and in savings and loan insti- 
tutions. 

Total deposits in the Postal Savings System averaged about $135 million for 
the first 18 years until the banking crisis in 1930. They then increased rapidly 
to reach $1,268 million in 1987. With World War II the deposits again gained 
rapidly and reached their maximum of $3,393 million in 1947 when there were 
8,141 post offices receiving postal savings. Since 1947, deposits have declined 
steadily to $2,251 million in 1954. 

The original idea of service to bankless towns has not worked out. The 
Postmaster General authorizes a post office to receive deposits upon a substan- 
tial public demand from the community. For many years there have been about 
40,000 post offices, but, as a result of the closing of postal savings depositories 
where there were only a few depositors, there were only 7,872 post offices desig- 
nated to receive postal savings on June 30, 1954. About 80 percent of these 
designated postal savings offices are in first- and second-class post offices in the 
larger cities and towns. These offices have approximately 98 percent of all de- 
posits and depositors. Of about 31,000 third- and fourth-class post offices, only 
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1,562 were designated on June 30, 1953, as depositories. In 1952, post offices in 
12,000 bankless towns were selling Government savings bonds, while there were 
fewer than 1,200 postal savings offices in bankless towns. 

In 1954, there were 353 designated postal savings offices having less than 10 
depositors, closings having reduced the number of these offices from 640 the year 
before. Several designated offices had no savings business, or only one depositor. 

The service is now obviously mostly a large town service where there are ample 
private institutions to receive such deposits. 

The deposits are not petty savings since the average deposit balance in 1954 
exceeded $750. For the genuine saver, the Treasury savings bonds and also the 
higher interest rates paid by numerous private institutions would seem to be 
much more attractive. 

The general decline of interest rates in the 1930’s made it unprofitable for 
private banks to receive deposits from the Postal Savings System, on which they 
must pay 21% percent. Token deposits of $1,000 often are held by private banks 
for advertising purposes. Of the $2,653 million Postal Savings System resources, 
on June 30, 1953, only $33 million was deposited in private institutions, the bal- 
ance being invested in United States securities. Furthermore, although 851 pri- 
vate institutions were acting as depositories, 60 percent of the deposits were in 
only 10 private institutions. 

The cost of operating the System was $7,829,000 in 1954. A considerable part 
of this expense is the estimated average cost of 84 cents for the total operation 
of issuing and paying a certificate. As about 28 percent of the certificates are 
cashed within 60 days, many of these short-time depositors are not actually 
saving, but are making use of a free depository. In 1953, a nominal fee of 10 
cents was imposed for redemption of certificates in less than 30 days. 

As the System only pays interest on amounts deposited for longer than 1 year, 
it presumably earns some profit from short-time deposits. It also earns a profit 
from the interest on Government securities which pay an average of about 2% 
percent. The average annual profit for the System in the 1951-54 period was 
about $6,500,000. This “profit” is somewhat illusory as it results from the pay- 
ment of interest to one branch of the Government (Postal Savings System) by 
another branch (the Treasury) at a higher rate than the first branch, e. g., the 
Postal Savings System, pays depositors. 

Closing the System has been frequently considered in recent years. As a result 
of a survey by the General Accounting Office in 1952, the Comptroller General 
stated : 

3y and large the main purpose and justification of the Postal Savings System 
are no longer applicable * * * 

It would appear that the Congress should give consideration to the question as 
to whether under present conditions there is a need for a Postal Savings System. 
(Emphasis supplied. ) 

Bills were introduced in Congress providing for a gradual liquidation. The 
Secretary of the Treasury, in a letter of April 27, 1953, to the chairman of the 
Senate Committee on Post Office and Civil Service stated : 

It is believed that in the interest of economy the Postal Savings System should be 
gradually liquidated. In recent years, other facilities have been developed which 
are largely eliminating the necessity for continuing the System. It is believed 
that a gradual liquidation would be advantageous and could be accomplished by 
the gradual closing of postal savings depository offices in areas where other facili- 
ties are available. (Emphasis supplied.) 

The Postmaster General in a letter dated April 28, 1953, to the chairman of 
the same committee stated: 

It is believed that the need for the Postal Savings System has diminished 
in recent years due to the availability of United States savings bonds and other 
well-safeguarded avenues for savings * * *. However, more than 3 million de- 
positories continue to use the System, and any procedure for its accelerated 
discontinuance should be considered in the light of this relationship. (Emphasis 
supplied. ) 

Until January 1954 about one-half of all post offices sold United States savings 
bonds. Since that date only post offices in localities where there are no issuing 
agencies sell these bonds. These bonds are sold in denominations of $25, $50, 
$100 and more. They may be redeemed at the owner’s option at any time after 2 
months. They yield up to 3 percent depending on the time of redemption, con- 
siderably more percentagewise than the 2 percent paid on postal savings. If 
the Postal Savings System were to be liquidated, all post offices could be given 
the right to sell savings bonds in connection with such liquidation and until such 
liquidation is completed. 
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The Commission has considered (a) the demonstrated lack of interest by bank- 
less communities, (b) the ample security of guaranteed bank and savings and 
loan deposits, (c) the higher interest rates on savings offered by numerous private 
institutions, (d@) the higher interest payable upon Government savings bonds, 
(e) the statements quoted above of the Comptreller General, the Secretary of the 
Treasury, and the Postmaster General, (f) the expense to the Government in 
operating the System, and (g) the burdens of responsibility on the Government 
as a result of conducting a $2 billion savings bank. In view of these considera- 
tions, we recommend the following: 


RECOMMENDATION NO. 10 


(a) That the public be informed that after some reasonable period, say 
12 months, no further deposits will be received by the Postal Savings System 
and that potential depositors be offered the more remunerative United States 
savings bonds. 

(b) That depositors be given an opportunity during a period not to exceed 
5 years to exchange their deposit certificates for United States savings bonds 
or to place their savings elsewhere. 


Considering the cost of operating the System, the higher rate of interest paid 
by the Government on savings bonds is of minor consequence. 


The Cuatrman. I have no further requests from anyone to testify 
on this pending legislation, and the committee will stand adjourned 
until next Thursday morning at 10 o’clock. 

(Whereupon, at 11:25 a. m., the hearing was adjourned and the 
committee will meet in executive session to consider the bills at 10 
a. m., Thursday, March 7, 1957.) 





